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SN’T it wonderful, Tom? 
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surance company that has pioneered in 
helping its underwriters succeed. Perfect 
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Agency, contracts with a direct home-office 
connection, maximum first year commissions 
and renewals, efficient lead-service, lapse- 


Protection originated by Reliance 

is the modern insurance policy. It insures 
INCOME as well as Life. A policy-holder 
doesn’t have to die to win. And it has 
meant the difference between Success and 


prevention and modern selling methods, are 
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coupon will bring you the whole story in 
confidence. Mail it today. 


“Sell Perfect Protection and You'll Sell More Life Insurance” 
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Valuing a Stock Life Insurance 


ARTICLE No. ! 


AVING had considerable experi- 
H ence in the examinations and 

analyses of life insurance com- 
panies for the past twenty years or 
more, I have often had occasion to dis- 
pute the contention, or impression, that 
any standard value would apply to all 
companies. It seems to be quite gen- 
erally believed that $20 or $25 per $1,- 
000 of insurance would indicate the 
value of any company and that in addi- 
tion there might be a value in the 
agency plant amounting to hundreds of 
thousands or millions of dollars. 

To demonstrate the impracticability 
of applying any standard figure, and 
to determine reliable values so far as 
revealable by the data of the annual 
statements, I began about a year ago 
the analysis of the successive annual 
statements of more than 200 stock life 
insurance companies. For this purpose 
I used copies of the 1928 annual state- 
ments, similar to those filed with the 
several Insurance Departments, and for 
the five years prior to 1928, the state- 
ment figures as published in THE SPEc- 
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Company 


By WILLIAM BrEIBY 


TATOR Year Books, supplemented by 
those given in “Best’s Life Insurance 
Reports.” 

The business of a stock life insurance 
company has, of course, some analogy 





William Breiby 


with that of any other corporation op- 
erated for profit. There are, however, 
some distinct dissimilarities, the most 
prominent of which, possibly, is that 
accounts (i.e. the insurance) obtained 
at some considerable expense, will pro- 
duce profit for many years in the fu- 
ture, without further investment of 
money and with comparatively little 
further effort on the part of the agency 
force which originated the business. 

The continuous growth and profits of 
a properly conducted life insurance 
company are almost inevitable. Even 
in times of general business depression 
a well managed life company will con- 
tinue to earn surplus; in fact, prob- 
ably more proportionately, because 
somewhat less new business is ten like- 
ly to be written, with consequent less 
drain on surplus. The inherent ca- 
pacity for a life insurance company to 
recover from adversity, such as the in- 
fluenza epidemic of 1918-1919, or even 
poor management,,is remarkable. 


A well conducted stock life insurance 
company is an excellent type of invest- 


(Continued on page 20) 
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ASELEIVE THIRD PARTY SMOKEY 





ECENTLY I bought a radio— 

mostly, I think, in an effort to get 
at the bottom of this Amos ’n’ Andy 
hysteria. The fact that I promptly 
became a 6:45 radio fan means nothing 
except that Fifty Million Americans 
Can’t Be Wrong. At any rate— 

* * * 


AVING digested the day’s develop- 

ments with the Fresh Air Taxi- 
cab Company, of Americ , Inc., the 
most natural thing in the world is to 
turn the knob to another station. Espe- 
cially since it is inevitable that one 
will be admonished, in a very serious 
way, to “visit your dentist at least 
twice a year.” I hate that reminder! 
But, changing the station to a pleas- 
anter thought and subject, I have in- 
variably tuned into a song which, it 
seems to me, Means Something. Espe- 


cially to salesmen. 
* * * 


AM not even certain of the title of 
this song, but the theme of it is 
“Give Yourself a Pat On the Back, a 
Pat On the Back, etc.” It is both 


cheering and inspirational. 
* * 


Y immediate reaction to this 

lyrical philosophy was a remem- 
brance of practically the same idea, ex- 
pressed from a convention platform by 
B. J. Bloxham, educational director of 
The Travelers Insurance Company. His 
talk before the Life Underwriters of 
New York was one of the high-lights 
of a big day. 

* 2 oS 

HE one thing which has remained 

in my memory of that talk is Mr. 
Bloxham’s success recipe. Which is, 
in effect, “Give Yourself a Pat On the 
Back.” He recommended, at that time, 
that—distasteful though it may be— 
you walk up to your dressing room 
mirror every morning and say: “Bill 
Jones, you’re O.K. There’s no doubt 
in my mind but that you are one of 
America’s great salesmen. And you'll 
sell a policy today.” He claims that 
this system works, and I believe it. 

« a * * 

HE Toronto Life Underwriter 
soc along this sales tip as recom- 
mended and practised by a very success- 
ful life underwriter—when he meets 
with a flat “I’m not interested.” The 
retort is a solicitous query: “What is 
the matter? Can’t you pass the exami- 
nation?” This dare has been accepted 
by a paying percentage of prospects. 


sessions of the hearings held in 
Chicago last week by the acquisition 
cost committee of the National Con- 
vention of Insurance Commissioners 
would have questioned the statement of 
one delegate that he believed he would 
simply have to sit for an hour or two 
in the lobby of the Edgewater Beach 
Hotel to see the entire fire and casu- 
alty world go by. 

* * 

VERY part of the country was 

represented and a list of those 
present would be a good beginning for 
an insurance supplement to “Who’s 
Who in America.” 

S -2 S 
HEN I went to the Western 
desk to send a wire the head of 
a big insurance company was dictating 
to the operator a telegram regarding, 
apparently, the contemplated purchase 
of another company. 
7 1 * 

ET I discovered that while many 
bo these men were the big figures 
in their various lines of insurance some 
of them, at least, had many other in- 
terests. A casualty company execu- 
tive with whom I was talking asked 
me if I had seen the new Chicago 
Board of Trade building, which I had 
the day before. He then gave a short 
talk on the modernistic trend in build- 
ing which would have won my admira- 
tion had he been an architect. 

* * * 

NE evening I was sitting with a 

group of agents and the conversa- 
tion turned to recent books. The rela- 
tive merits of Julian Green, Thornton 
Wilder and Ernest Hemmingway and 
similar subjects were discussed. 

ic hs Om 

ETURNING to my room from a 

morning session I met in the ele- 
vator an official of an Eastern company 
I had known several years ago. He 
informed me that he had managed to 
spend a couple of hours in Chicago’s 
art museum the day before. “There is 
an awful lot of junk there,” he said, 
“but they have some very beautiful 
Gaugins.” 


N° one who attended any of the 


* * * 


EEN young members of the in- 
K telligentsia frequently burst forth 
with scornful laughter as they con- 
sider the successful business man. I 
would match some of our leading insur- 
ance men to win in a debate on some of 
those intellectual subjects the young in- 
telligentsia like to consider their own 
personal property. 





OW is the time for all good men 
to return to their Alma Maters, 
It is the season for dignified execy. 
tives, insurance and otherwise, to don 
monkey suits and become, for a brief 
spell, boisterous boys again. It is a 
grand old tradition, full of fine senti- 
ment, good intentions and disastrous 
results. It is based on a fallacious 
philosophy expressed many years ago 
by Tin Pan Alley in a tune called, 
“Turn Back the Universe and Give Me 
Yesterday.” Do you remember it? It 
was an air most effectively rendered 
through the nose by slightly drunken 
tenors. 
ok * * 
HE chief trouble with the college 
reunion is that there is not much 
fun, after all, in being real young. 
When a chap has lost his streamline 
waist and carries a little extra flesh 
around the heart, he is liable to prefer 
hearing the Maine Stein Song, for ex- 
ample, over the radio, to chortling it, 
in company with a hundred other 
breathless greySeards, whilst engaged, 
simultaneously, in a brisk, lock-stepped 
circumlocution of the campus. Other 
over-conscious efforts at having a good 
time are equally trying. 
* * * 
HEN there is the truly saddening 
discovery that some of the dear old 
friends you swore by are just a bit tire- 
some at times. Here comes that chap 
who, in fond reminiscence back in 
New York, you have always character- 
ized as “a great guy,” and you dodge 
behind the gymnasium, tired of hearing 
about that amazing youngster of his. 
Finally you hook up with a bird who 
never exchanged over a dozen words 
with you when you were classmates in 
college. He’s in the insurance business 
now and you have a swell time together 
and make a date to meet at Whyte’s 
some day for lunch. 
ok * * 
ERHAPS the past, after all, is best 
left buried in imagination and mem- 
ory. Attempts to revive it in modern 
dress certainly are not very happy. 
The past is always the “good old days,” 
the present “this shameful day and 
age,” and the future, El Dorado. Ac- 
tually, they are all relatively of a char- 
acter and differ only in the quality of 
tempo. Or perhaps, again, these dis- 
consolate paragraphs are merely the 
morning after reflections of a man 
who’s just returned from a highly suc- 
cessful reunion and still has the dark 


brown taste. 
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The Acquisition Cost 
Committee 


HREE words might well sum 

up the three-day hearing at 
Chicago last week of insurance 
company officials, National and 
State organizations, agents and 
brokers of the fire and casualty 
companies before the acquisition 
cost committee of the National 
Convention of Insurance Commis- 
sioners—“‘Leave Us Alone.” 

It is a fair statement to assert 
that a great many of the best 
minds in the fire and casualty 
business were present. They 
spoke for many thousands who 
could not be there and what they 
said, both as to facts and figures 
and opinions, was the result of 
much thought and innumerable 
conferences. And what they en- 
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deavored to impress upon the 
commissioners through the ac- 
quisition cost committee was that 
the subject of the amount insur- 
ance companies should pay to 
agents for securing business was, 
in the main, a matter which the 


insurance companies and the 
agents were far better fitted to 
take care of than any organiza- 
tion outside of the business, no 
matter how good its intentions, 
by a series of hard and fast rules, 
could do. 

Insurance men—the executives 
of the companies and the agents 
—are not denying that it is neces- 
sary and desirable that there 
should be governmental super- 
vision of insurance, now such a 
tremendous part of our economic 
life, a supervision that will pro- 
tect the vast sums of money 
placed in the hands of these com- 
panies in trust for the policy- 
holders and will add to the cer- 
tainty of the fulfillment of the 
sacred promises made in the poli- 
cies issued. Laws for that pur- 
pose, in many cases wise and well 
enforced, are upon the statute 
books of the States of the Union. 
When legislatures resist the temp- 
tation to dig into the ever increas- 
ing savings of insurance compa- 
nies—for that is what such 
monies are—just because they 
are easy to get at, by unfair tax- 
ation, the results of their action 
in connection with insurance laws 
have been for the improvement 
for conditions, for the increased 
stability and soundness of the 
companies, and so, for the benefit 
of the public. 

But, the insurance men argue, 
when it comes to the point of say- 
ing that neither the company nor 
the agent shall have any say in 
connection with what it may pay 
to secure the business—that item 
termed acquisition cost—which in 
the main is the actual commission 
paid the agent, they feel that 
there is no reason for a legisla- 
ture to give to its insurance de- 
partment the right arbitrarily to 
assert just what such costs may 
be. 

Analogies are seldom as con- 


5 


vincing as they should be and it 
would be possible to pick flaws in 
such arguments as the assertion 
that if this power were given in- 
surance commissioners as regards 
acquisition cost for insurance 
companies some other body should 
be empowered to say that no 
green grocer be allowed to pay 
any of his help more or less than 
so many dollars a week. Yet there 
is some logic in such an argument 
and it is a matter that on either 
side does not have to be reduced 
to an absurdity. 

The results of this hearing may 
not be apparent for some time. 
The Commissioners’ committee 
will report to the annual meeting 
of that body in September. What 
action the commissioners will 
take, what recommendations they 
may make in connection with leg- 
islation in their respective States 
it would be foolish to predict. 
But the members of the commit- 
tee were certainly made well 
aware of the practically unani- 
mous feeling of the insurance 
men of the country. 


Thirty Years of Life Insur- 
ance 


HEN the debacle of the 

stock market occurred late 
in 1929, it was predicted on every 
side that the end of the year 
would show decreases in every in- 
dustry—that the decline in mar- 
ket prices was brought about by 
a general business depression. 
The annual statements of com- 
mercial enterprises for 1929 and 
for the first quarter of 1930, in- 
deed showed at their advent a dis- 
tinct let down in a great many 
lines of endeavor. The unique 
position of life insurance in the 
business world and its hold upon 
the gamut of the American pub- 
lic, ranging from the millionaire 
to the industrial worker, was 
never better emphasized than by 
the results of life insurance since 
that time. While every effort has 
been made to suppress a tone of 
pessimism, in life insurance the 
feeling of optimism is justified by 
the results achieved. The alert 
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and working agent is thriving be- 
cause years of persistent selling 
have proved the necessity and de- 
sirability of life insurance. The 
same amount of work by the life 
underwriter brings the same 
measure of income in the first half 
of 1930 that it did in the first 
half of 1929, because life insur- 
ance is not adversely affected by 
stock market fluctuations. In 
fact, the decline in prices has 
proved the soundness of life in- 
surance investment. 

In a table presented in SPECTA- 
TOR Statistics, Thirty Years of 
Life Insurance, the growth of 
twenty-six of the older life insur- 
ance companies of the United 
States is well presented. On Jan. 
1, 1900, the beginning of the cen- 
tury, these companies had total 
assets of $1,452,045,881. During 
the thirty years they received in 
premiums from their policy- 
holders, $18,594,254,355. To this 
was added interest on investment 
and other income of $6,324,327,- 
994, for a total income for thirty 
years of $24,918,582,349. As an 
offset they have paid in the ag- 
gregate during those years to 
their policyholders, the sum of 
$13,289,629,491, in death claims, 
endowments, dividends, surren- 
der values, annuities, disability 
claims, etc., or within $5,304,624,- 
864 of the amount received in 
premiums. At the end of that 
time their admitted assets had 
grown in the aggregate to $9,- 
104,233,787. 

In other words, after paying 
this tremendous sum to policy- 
holders, the companies have accu- 
mulated for the future benefit of 
and distribution to their policy- 
holders the sum of $7,652,187,- 
906. This means that there is an 
excess of $2,300,000,000 credited 
to policyholders of these twenty- 
six companies over the amount 
paid in to the companies by them. 
It is interesting to note that in 
the matter of industrial compa- 
nies, whereas in 1900 the largest 
company of the group had assets 
of less than $302,000,000, the 
largest company now has re- 
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sources in excess of $1,660,000,- 
000. Industrial companies have 
been excluded from the table. The 
table indicates that for every $100 
of premiums paid to the company 
by the policyholders, they have 
received or have held for them 
$112.60. 

A supplementary table showing 
the ten-year growth of all the life 
insurance companies of the 
United States for the period from 
1920 to 1929 inclusive, reveals that 
during 1929 the premium receipts 





totaled $3,340,754,336, an ip. 
crease of $2,133,619,947 over the 
amount received during 1919, 
The amount paid policyholders in 
1929 aggregated $1,949,994,030, 
or an increase in ten years of 
$1,211,949,706. At the end of 
1929, life insurance companies in 
the United States had assets ag. 
gregating $17,470,868,155 and 
surplus funds of $1,755,548,484, 
increases in the ten-year period 
of $10,680,285,740 and $1,036,- 
116,865 respectively. 








N ARCHITECTURAL LANDMARK OF DIGNITY AND 


BEAUTY, this building is primarily an ideal workshop. 


Its 


3,800 employees enjoy the maximum of good air, sunlight and quiet 
possible in the intense life of Manhattan, as well as 20th Century 
utilities and convenience that multiply human efficiency in the day’s 


work. 


NEW YORK LIFE INSURANCE COMPANY 
Madison Square, New York, N. Y. 
DARWIN P. KINGSLEY, President 


SOOOOOSOSSIOOO ISO OI OS OG OI JOOS OHIO HOO IOI SO IOOIOOIOOIS 





THE SPECTATOR 
June 19, 1930 










an ip. 
ver the 

1919, 
ders in 
194,030, 
ars of 
end of 
nies in 
ets ag- 
> and 
48,484, 
period 
1,036,- 








MOI 





ATOR 








Se 











RiFE INSURANCE 


ORDINARY 


INDUSTRIAL 


GROUP 





May Life Sales Lower 
Compared to 1929 


First Five Months of 1930 
Show Slight Increase Over 
Similar 1929 Total 








Life Presidents’ Figures 





Group Insurance Declines Con- 
tribute Heavily to Lower May 
Production Record 


While new life insurance purchases 
last month were 4.7 per cent below 
those of May, 1929, the cumulative 
total for the first five months of this 
year was 1.3 per cent greater than the 
purchases for the same period a year 
ago. 

This is indicated by a report for- 
warded today by the Association of 
Life Insurance Presidents to the 
United States Department of Com- 
merce for official use. The compilation 
aggregates the new business records—- 
exclusive of revivals, increases, and 
dividend additions—of 44 member com- 
panies which have 82 per cent of the 
total volume of life insurance outstand- 
ing in all United States legal reserve 
companies. 

For May, the total new business of 
all classes written by the 44 com- 
panies was $1,097,740,000 against $1,- 
152,026,000 during May of 1929—a de- 
crease of 4.7 per cent. New Ordinary 
insurance amounted to $776,394,000 
against $801,698,000—a decrease of 3.2 
per cent. Industrial insurance amounted 
to $230,083,000 against $240,501,000—a 
decrease of 4.3 per cent. Group insur- 
ance was $91,263,000 against $109,- 
827,000—a decrease of 16.9 per cent. 

For the first five months, the total 
new business of these companies was 
$5,512,771,000 against $5,441,616,000 
last year—an increase of 1.3 per cent. 
New Ordinary insurance amounted to 
$3,944,050,000 against $3,769,113,000—- 
an increase of 4.6 per cent. Industrial 
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Acacia Mutual Makes Fine 
Record for May 





New Business During Month 
Exceeds That of April by 
$500,000 


Further progress in the volume of 
new business acquired is reported for 
the month of May by the Acacia Mu- 
tual Life Association, Washington, D. 
C. During that period new business 
totaled $5,834,395, as compared with 
$5,649,068 for the same month of 1929. 

Even more remarkable than this 
record, according to Acacia officials, is 
the fact that during May new business 
placed exceeded that of April by more 
than $500,000. April had been desig- 
nated “Special Protection Month,” and 
concentrated efforts were put forth to 
establish a notable record. Despite the 
unusual activity during April, the 
Acacia field force continued to seek 
new records, and, with the acquisition 
of $5,834,395 of new business, were 
successful. In the opinion of Acacia 
officials, the records established during 
April and May are outstanding proof 
that the business is available and that 
despite general conditions which may 
be considered somewhat below normal, 
individual organizations can go for- 
ward if sufficient efforts are put forth. 








insurance amounted to $1,166,467,000 
against $1,268,381,000—a decrease of 
8.0 per cent. Group insurance was 
$402,254,000 against $404,122,000—a 
decrease of 5/10 of 1 per cent. 


Fry-Reilly Month 

Following a series of regional con- 
ferences during the latter part of May, 
the field force of The Old Line Life 
Insurance Company of America has 
rededicated June, 1930, as Fry-Reilly 
Month with a record breaking month 
of production unanimously pledged in 
honor of the company’s president and 
secretary-treasurer, Rupert F. Fry 
and John E. Reilly. 


Hoffman Addresses 
Ohio Underwriters 





Assistant Managing Director 
of N. A. L. U. Heard at 
Lima and Dayton 





Conditions in Great Britain 





Association’s Achievements Cited 
and Value of Group In- 
fluence Stressed 


“The greatest fundamental principle 
in any cooperative endeavor is the 
recognizing of its ideals, its ethics, and 
a few religious principles as applied 
in relationship with mankind; those 
which regard the rights of others,” 
said Max L. Hoffman, assistant man- 
aging director of the National Asso- 
ciation of Life Underwriters, in an 
address which he delivered before the 
Lima and Dayton Life Underwriters’ 
Associations yesterday and today. 

“IT am not going,” he said, “to take 
your time to recite a lot of reasons 
why you should belong to the National 
Association of Life Underwriters, or 
to enumerate all of the things the as- 
sociation has done or is doing. The 
National Association has published a 
seventy-four page book on this sub- 
ject, and even it does not contain them 
all. I want to mention just two things, 
because they are, perhaps, in their far- 
reaching effect, the two most notable 
achievements of the association and 
because they happened a long time ago 
and ought not to be forgotten.” 

The first one, he said, was back in 
1905-06; the aftermath of the Arm- 
strong investigation, when that tre- 
mendous upheaval had shaken public 
confidence in the institution of life 
insurance to such an extent that poli- 
cies were being lapsed at an alarming 
rate—during the previous year life 
insurance in force had decreased more 
than two hundred million—and when 


(Concluded on page 8) 
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M. L. Hoffman Addresses 
Ohio Life Underwriters 


(Concluded from page 7) 


the entire agency system had become 
disrupted. 

Perhaps, as we now look back a 
quarter of a century, he said, the mad- 
ness of that crucial period may be 
viewed as but the natural growing 
pains—the emerging from a mere com- 
mercial enterprise into a great public 
‘service; and while it may have re- 
quired safeguarding through greater 
regulatory laws and more rigid State 
supervision, there followed an ava- 
lanche of unjust and harmful legis- 
lative action in many States, which, 
in some cases, was inspired by political 
ambition, and with an eye more to re- 
plenishing the State treasuries through 
taxation than to reform. He added 
that although the National Association 
had been founded fifteen years previ- 
ous, it was the hysteria of 1905-06 
that furnished the first great oppor- 
tunity to demonstrate its tremendous 
force and influence, and welded the 
agency forces together in a common 
purpose for a fight which was, in re- 
ality, a struggle for their very exis- 
tence. 

Mr. Hoffman compared life under- 
writing conditions in America with 
similar conditions in other countries, 
and in doing so referred to the report 
given by James E. Kavanagh, vice- 
president of the Metropolitan Life, 
when he returned from London, En- 
gland, last year. Quoting from Mr. 
Kavanagh, Mr. Hoffman said, “The 
picture is a pathetic one when I con- 
trast it with insurance gatherings in 
this country, and I am brought to a 
keen realization of how advanced we 
are in this country in the matter of 
life insurance practices as compared 
with conditions obtaining in Great 
Britain. So far as I know, there are 
no local life underwriters’ associations 
in any of the cities. Probably one rea- 
son that there are no associations is 
that in any average city no building 
could be engaged that would be large 
enough to contain all the men in the 
city who are permitted to write life 
insurance. The writing of life insur- 
ance in Great Britain is, in a sense, 
everybody’s business. The lawyer, the 
doctor, the friend, the undertaker, the 
student, the stenographer, the real 
estate man, the banker, can take an 
application and get the commission on 
it. Not only can he get the first year’s 
commission, but he can get the renewal 
commissions as well. The result is 
that when the average man decides to 
take insurance, he wants to take it 
direct with the company as an agent 
and get the commissions and renewals 
himself.” 
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New Policy by North- 
western National 





Income Indemnity to Be 
Used as Incidental or 
Supplemental Form 


No Cash Surrender Value 








Particularly Adapted to Those 
Who Wish to Guarantee 
Income at Low Cost 


President O. J. Arnold of the North- 
western National Life Insurance Com- 
pany, Minneapolis, has announced that 
his company has issued a new life 
insurance policy without cash sur- 
render values which, providing for 
salary continuance, furnishes income 
insurance on the legal reserve plan 
at the lowest rate at which such in- 
surance has ever been issued. 

This contract is an incidental or 
supplemental one designed to facilitate 
the completion of an insurance pro- 
gram without substantial increase in 
premium outlay, yet complying with 
all statutory requirements concerning 
legal reserve life insurance. It is par- 
ticularly adapted to the increasing 
number of people who are interested 
in providing a large guaranteed income 
for the support of their families, at 
the lowest possible premium. It is 
very simple. It agrees to pay a 
monthly income of a given amount 
from the date of the insured’s death 
until the date at which he would have 
retired had he lived, i. e., age 60, 65 
or 70, this date being selected at the 
time application for the policy is made. 
If death occurs within five years of 
the “retirement date,’ five years’ in- 
come will nevertheless be paid. There 
is no excess premium required to build 
up cash or other surrender values. 

The policy is a near approach to an 
indemnity contract, replacing as_ it 
does a portion of the insured’s income 
when it is lost through his death. 
Presumably almost every man plans 
to retire later in life. He hopes to 
reach the time when it will no longer 
be necessary for him to earn an income. 

The minimum income for which this 
policy will be issued is $25 per month. 
The company will sell the policy only 
to those who already hold at least 
$2,500 of life insurance, either in the 
Northwestern National Life or some 
other old line company. 

Waiver of premium disability bene- 
fits and extra benefits for accidental 
death may be provided at slightly in- 
creased premiums. The _ accidental 
death benefit will be $1,000, payable in 
one sum at death, for each $10 of 
monthly income. 









St. Louis Company Claims 
It Is Not Insolvent 





Universal Life Files Answer to 
Receivership Suit Filed by 


Insurance Commissioner 


St. Louis, June 17.—The Universal 
Life Insurance Company of St. Louis, 
Mo., through its counsel on June 13 
filed with the St. Louis Circuit Court 
an answer to the receivership suit filed 
against it June 4 by State Superinten- 
dent of Insurance Joseph B. Thompson 
of Missouri. 

The company denies absolutely that 
it is insolvent or that its capital is im- 
paired in any manner. It points out 
that its assets exceed liability and that 
the legal reserves are ample to meet 
any and all requirements. The answer 
further points out that the total in- 
debtedness of the company does not 
exceed $20,000, mostly current bills, 
and that unpaid death claims amount 
to but $9,000. 

The court is informed that there is 
no basis for the allegations on which 
Judge Pearcy appointed an agent for 
the insurance department to take 
charge of the company’s affairs and 
the request is made that the receiver- 
ship suit be dismissed and the tem- 
porary restraining order which pre- 
vents the officers from transacting the 
comany’s business be dissolved. Judge 
Pearcy will conduct a hearing in the 
case on June 26. 


Organized in 1925 


The Universal Life was organized 
on Feb. 21, 1925, and commenced busi- 
ness on Nov. 17, 1927, with $100,000 
capital. Later the authorized capital- 
ization was increased to $1,000,000 but 
only $184,000 has been paid up. The 
company has been operating in Mis- 
souri and Illinois and now has ap- 
proximately $4,500,000 of insurance in 
force. A distinct feature of the com- 
pany’s operations was that chiroprac- 
tors were permitted to make physical 
examinations of applicants for insur- 
ance. 

The statement of the company re- 
veals that at the close of 1929 it had 
assets of $244,315 and surplus assigned 
and unassigned of $127,105. Premiums 
receipts for the year amounted to 
$103,850 and total income was $178,- 
737 and total disbursements $136,601. 
At the close of the year it reported 
$5,296,060 insurance in force, a gain 
of $2,391,076. 

Company officials have stated that 
too rapid growth necessitating heavy 
reserves had caused the company some 
financial troubles such as raising cash 
for meeting policy claims without 
sacrificing securities. 
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Provident Mutual Life Has 
Billion in Force 





Philadelphia Company Has 
Trebled Its Business Since 1915. 
Founded in 1865 


Last Monday marked a most im- 
portant milestone in the history of the 
Provident Mutual Life Insurance Com- 
pany of Philadelphia, for on that day 
it attained its first billion of life in- 
surance in force. Since 1915 the com- 
pany has more than trebled its busi- 
ness. The goal of “One Billion by 
1930” was originally set by Franklin C. 
Morss, manager of agencies, in 1924. 
Attainment of the goal was made pos- 
sible by a vigorous June “President’s 
Month” drive in honor of Asa S. Wing, 
president of the company since 1906. 
June, 1930, bids fair to be the record 
month of the company’s history. 

The Provident Life and Trust Com- 
pany was begun in 1865 by a group of 
Philadelphia Quakers, who organized in 
a basement on South Third street in 
Philadelphia’s old financial district. 
Expansion added to the prestige of the 
Provident and there are now sixty 
agencies in fifty-five cities throughout 
thirty-four States in the United States. 
In 1922 the company mutualized, and 
a separation from the trust company 
was accomplished. Shortly thereafter, 
land was bought at Forty-sixth and 
Market streets, in West Philadelphia, 
where a beautiful new building was 
completed in 1928. The assets of the 
company as of Jan. 1, 1930, amounted 
to $233,710,000 with contingency re- 
serves of over seventeen millions. 


M. C. Cummins has been appointed dis- 
trict manager for the Northwestern Na- 
tional Life Insurance Company of Minne- 
apolis, with headquarters at Akron, Ohio. 
Mr. Cummins is an experienced underwriter 
having been associated with his father an 
brother in the insurance business for over 
nine years. 











Stephen M. Babbit 


resident 


HUTCHINSON KANSAS 





























THE SPECTATOR 
June 19, 1930 











Scranton-Pittsburgh, Pa. 


General Agency of a Pennsylvania Company 


| limited production. 


Address 





Territory unsurpassed and large enough for an un- 


Contract as good as the best, with exclusive rights. 


Confidential communication invited from those with 
clean records and with ability to handle such an agency. 


EXCLUSIVE, 
care of THE SPECTATOR 











Herbert Luckey Heads Indianap- 
olis Underwriters 


INDIANAPOLIS, June 16.— Herbert 
Luckey, manager of the Estate Plan- 
ning Company and for six years as- 
sociated with the New England Mutual 
Life Insurance Company has_ been 
chosen president of the Indianapolis 
Association of Life Underwriters. The 
election came at the annual meeting of 
the organization. Perry Meek, In- 
dianapolis Life Insurance Company, 
was elected first vice-president, and 
Theodore Root, Pacific Mutual Life 
Insurance Company, second vice- 
president. Mr. Luckey, before entering 
the life insurance field, was a prac- 
ticing attorney in Indianapolis. He 
is a graduate of Indiana law school and 
of the University of the State of New 
York. 


G. M. Rooks, for several years Hunts- 
ville, Ala., manager of Metropolitan 
Life, has joined Life and Casualty of 
Nashville, Tenn. 


Group Insurance for Remington 
Arms Co. Employees 


Three thousand five hundred and 
sixteen wage earners employed by the 
Remington Arms Co., Inc., of Bridge- 
port, Conn., and Ilion, N. Y., engaged 
in the manufacturing of arms, am- 
munition, cash registers, typewriters 
and cutlery, have joined together in 
acquiring a group life insurance policy 
for their protection. The policy, which 
was issued by the Prudential Insur- 
ance Company of America, involves a 
total coverage of $3,107,500 and in- 
cludes provisions for disability. 

Each employee, under this plan, re- 
ceives protection in amounts ranging 
from $500 to $1,000, according to sex, 
and the policy is of the contributory 
type. The workers themselves pay a 
part of the premiums and the Reming- 
ton Arms Co., Inc., assumes the re- 
mainder of the expense. No medical 
examination was required because of 
the large number of persons involved. 
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Speedy 


Service 


“The Company’s draft left New York that very evening 
(Thursday) via Air Mail, reached St. Louis Friday morning, 
was forwarded to me at once, and was placed in the hands of 
the claimant at 2 P. M. on Saturday—barely four days after 
completion of proof.”—Excerpt from a letter received from one 
of our Agents located in Jefferson City, Mo., 137 miles from his 


Agency Office in St. Louis. 


The benefits accruing to both Agent and Company from 


50 UNION SQUARE 





service such as this are easily comprehensible. 


| 1860—Seventy Years of Service—1930 


THE GUARDIAN LIFE 


ESTABLISHED 1860 
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Floodlighting Pilot Life Opportunities 


A Limited Number of General Agency Openings in the South 


A. W. McAlister, President 


rildst LIFE 


Insurance Company 











T. D. Blair, Agency-Manager 
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“Lissen, Bill- 


No, y’don’t—no more Nightsout for 
you—no more o’ this ‘‘Frater- 
nal- Settin’ - up - with-a-Sick- 
Brother’ Stuff o’ yours— 

Not another step until you Deco- 
rate two Dotted Lines with 
That $10,000 Signature oO’ 
Yours— 

You’re gonna go under contract with That OSLICO 
MAN’S COMPANY two ways—Policyholder an’ Field- 
man—or Molly Pitcher’s a Widow scrubbin’ floors an’ 
sheddin’ tears, all for th’ want o a man who couldn’t 
get Unfocused— 

Bill, you’re a reg’lar Old Settin’ Hen—th’ very-ry I-dee- 
AH o’ a Man o’ your Cuiture, Trainin’, Community 
Standin’, Am-BISH-UN an’ A-BIL-I-TE hobnobbin’ 
aroun’ with Whitecollar Jobs, chasin’ digits all over 
Loose-Leaf Ledgers, turnin’ some After-office-Hour 
tricks now an’ then. al’ays Preachin’ Protection an’ 
Practicin’ its Prohibition— 

Oh, yes, I know you've Peddled a few Policies, an’ when 
That OSLICO MAN put it up to you t’do it Right, 
you sat there an’ Spoofed about your Obligations, 
Responsibilities, Pressin’ Need an’ Limited Resources 
(you Old Bluffer), knowin’ all th’ time that he knew 
you were Unravellin’ a Million Dollars worth o’ Rea- 
sons why you should get your Spine up, Sign up, 
Prosper an’ Protect your Line-up— 

Are ya gonna Play an’ Purr all your life, like a Milk- 
saturated Kitten, expect th’ World t’ stroke th’ fur 
th’ right way al’ays, an’ leave your Li’l Woman an’ 
Kiddies to Me-ow for Charity when Somebody or 
Somethin’ else has got to Fill th’ Space where you 
ain’t ?— 

$10,000 REWARD FOR YA, DEAD OR ALIVE, BILL— 
that’s my slogan till th’ Cows come Home—I've got 
John M. Sarver’s number, an’ yours, too—write him 
tonight an’ tell it all in your first letter—age, ex- 
perience, references, responsibility, locality preferred 
—what you can do. General Agencies for a few 
Exceptional Men. 





Address John M. Sarver, President 


The Ohio State Life Insurance Company 
Columbus, Ohio 
LIFE HEALTH ACCIDENT 
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Old Line Legal Reserve 
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HERBERT M. WOOLLEN 
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Equitable Passes Seven 
Billion Dollar Mark 





Insurance in Force Reaches New 
High Figure; Market Blamed 
for Lapses 


Disturbances in financial and certain 
industrial lines during recent months 
have had no appreciable effect upon 
the steady increase in total life insur- 
ance carried in this country, says 
Thomas I. Parkinson, President of the 
Equitable Life Assurance Society of 
the United States, in commenting on 
the fact that the Equitable during the 
past week passed the seven billion 
mark in outstanding insurance. “Three 
times during the past five years,” said 
President Parkinson, “we have passed 
into a higher billion class of life insur- 
ance in force and each successive bil- 
lion has been gained within a period of 
almost exactly twenty months. While a 
little over a year and a half is now re- 
quired to effect a net increase of a bil- 
lion of insurance, it took forty years 
to roll up the first billion. Looking 
back over the past 50 years we can 
thus see a marked acceleration in the 
rate of growth, faster by far than the 
increase in population. Yet in America 
today, with a little over one hundred 
billions of life insurance in force in all 
companies, the per capita coverage is 
only about $1,000. Stated in terms of 
national income, the total insurance in 
force represents just about one year’s 
salary for each American family. 
Though the most heavily insured peo- 
ple in the world, Americans are far 
from being adequately protected. 
“There has, of course, been a heavy 
increase in the number of lapses and 
surrenders during the past year due 
to economic pressure following the 
stock market disturbance of last fall. 
These, however, have been offset by new 
insurance taken by many thousands of 
people as an additional anchor to wind- 
ward, or to underwrite actual losses 
sustained and which would otherwise 
fall upon their estates in the event of 
death.” 








Satety Above All Else 


Payments to Policyholders plus the amount now 
held for their benefit is $129,631,980.00 
equivalent to 107% of total deposits 


made by Policyholders. 
“THE OLD RELIABLE” 
Founded 1850 


EIGHTY YEARS OF FAITHFUL SERVICE 


The 


Manhattan Life Insurance Company 
654 Madison Avenue at 60th Street 
NEW YORK, N. Y. 
THOMAS E. LOVEJOY, President 











Prudential Group Contract 


Three thousand five hundred and six- 
teen wage earners employed by the 
Remington Arms Company, Inc., of 
Bridgeport, Conn., and Ilion, N. Y., 
engaged in the manufacturing of arms, 
ammunition, cash registers, typewriters 
and cutlery, have joined together in ac- 
quiring a group life insurance policy 
for their protection. The policy in- 
volves a total coverage of $3,107,500 
and includes provisions for disability. 

Each employee, under this plan, re- 
ceives protection in amounts ranging 
from $500 to $1,000, according to sex, 
and the policy is of the contributory 
type. The workers themselves pay a 
part of the premiums and the Reming- 


ton Arms Company, Inc., assumes the 
remainder of the expense. 


No medical examination was required 
because of the large number of per- 
sons involved. 


In Fourteen States 

Since Jan. 1, 1930, when the 
Bankers National Life Insurance Com- 
pany of Jersey City, N. J., absorbed the 
two Bankers National Life Companies 
of Jacksonville, Fla., and Denver, Colo., 
the company has received its license to 
operate in the following States: Arkan- 
sas, Colorado, Florida, Georgia, Kan- 
sas, Missouri, Nebraska, New Mexico, 
North Carolina, Oregon, South Caro- 
lina, South Dakota, Texas and Utah. 
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67 Wall Street, New York City 





WINN ee eig hc so ters bine ls'e a plane ee $8,368,391.84 
Capital and Surplus................ 4,089,955.81 
Voluntary Catastrophe Reserve ..... 500,000.00 
ME UGS 555s S51 Canis sie sieve mites 3,778,436.03 
RE-INSURANCE ONLY -:- Casualty Lines 
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Competing with no direct-writing Insurance Company 


Qualified before U. S. Treasury and Licensed by Principal 


States 


FINANCIALLY STRONG -:- CONSERVATIVE -:- LIBERAL 
CONTRACTS 


Correspondence Invited 

















Woodward, Fondiller 
and Ryan 


Consulting Actuaries 


New York 


Announce the Appointment to Their 
Staff of 


Mr. ROBERT S. HULL 


Former Comptroller of the Standard Accident 
Insurance Company 


























seal 





Stop ‘‘Guesstimating”’ 


Prepare your estimates from 
reliable information and figures 
based on actual present-day 
conditions by consulting the 
new fifteenth edition of 


New Building 





Estimators’ 
Handbook 
By WittrAM ARTHUR 
Author of ‘“Appraisers’ and Ad- 
justers’ Handbook,” ‘Estimating 
Building Costs,” ‘Home Builders’ 
Guide,” etc. 


Price A HANDBOOK FOR ARCHITECTS, 

$6 BUILDERS, CONTRACTORS, APPRAIS- 
ERS, ENGINEERS, SUPERINTENDENTS 
AND DRAFTSMEN 


THE SPECTATOR COMPANY 
Division of United Business Publishers, Inc. 
Selling Agents 
239 West 39th Street, New York 







































The Rewards of 


Consistency 


F A BUSINESS MAN takes care of his business, 
the business takes care of him. Life insurance 
field work is a business, and subject to the prin- 

ciples of general business. Those who achieve in 
this work are those who give it their undivided and 
full thought and effort. Isn’t this merely natural 
and logical? 

Life insurance field work under satisfying condi- 
tions is a career giving opportunity for achievement 
and profit’ according to ability and undivided effort. 
THE MuTUAL LiFe INSURANCE COMPANY OF NEW 
York affords such conditions to its field workers. 
Life insurance in all standard forms, annuities, dis- 
ability and double indemnity benefits, prompt and 
equitable dealings, and facilities for serving policy- 
holders in practical ways combine to make its agency 
force successful. 


Earnest-minded men and women of character and 
ability contemplating a career in full-time field work 
are invited to apply to 


The Mutual Life Insurance Company 
of New York 
New York, N. Y. 


GEORGE K. SARGENT 
2nd Vice-President 


an 
Manager of Agencies 


34 Nassau Street 


DAVID F. HOUSTON 
President 
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GOING OVER BIG!! 


The Universal Policy Is 
Doing Just Exactly That 


Why? Because it is not “just another 
life insurance policy” but a policy 
with values, benefits and options you 


ean SELL. 


You have something to talk about. 
You can show your prospects features 
and privileges they never heard of in 
a life insurance policy. 


These exclusive features, our repre- 
sentatives tell us, make the UNI- 
VERSAL the most easily sold policy 
they ever saw. 


Perhaps its fairness to the insured 
will appeal to you. 


NATIONAL LIFE COMPANY 
118—1Ith St., 


Des Moines, Iowa 
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New York Agents to Attend 


Travelers Convention 





Forty-Two from That City Quali- 
fied to Go to Swampscott the 
First Part of Next Week 


The annual convention of the lead- 
ing representatives in the United 
States and Canada of the Travelers 
Insurance Company, Hartford, Conn., 
to be held June 24-26 inclusive at 
Swampscott, Mass., will be attended by 
42 agents of the company here in New 
York City. The local representatives 
who will attend are: Isidor Bookholtz, 
Williamsburg Agency, Inc.; George H. 
S. Rowe, and W. G. Thayer Shedd, 
Jacob Brauner, William R. Collins, 
Louis May, Arthur C. Wheeler and 
Herman Oshann, Johnston & Collins 
Company; Harry Cooper, Hyman V. 
Klinger and Louis J. Lippman, Klinger 
& Probstein; Julius B. Bruenn and 
Daniel Dody, Louis Reichert Agency; 
Edward J. Drake, Joseph J. Keon, 
Samuel J. King and Samuel Ost, Her- 
man Robinson Agency; Frank D. Chin- 
nock, Charles McC. Heissenbuttel and 
E. J. Sisley, Sisley & Brinckerhoff, 
Inc.; David Mendoza, J. D. Bookstaver 
Agency, Inc.; William A. Daly, George 
R. Good Agency; George H. Bradford 
and Walter C. Grill, Grill Agency, Inc.; 
Joseph V. Reilly, Dewey F. Barnes, T. 
V. Caulkins, Jr., R. L. Scheels, M. J. 
Epstein, C. R. Black, Jr., Royal W. 
Burchard, John R. Butler, George T. 
R. Cooper, Richard Larkin, Alan M. 
Miller, George E. Moore, Raymond A. 
Rorke, W. W. Starbuck, Augustus 
Stone, Milton Levison, Charles Quentin 
and Frank E. Strange. 

Messrs. Bookholtz, Reilly, Caulkins, 
Epstein, Levison, Mendoza, Daly, Brad- 
ford, Lippman, Dody and Drake quali- 
fied for the convention by electing 
themselves district vice-presidents in 
life insurance. Messrs. Barnes, Scheels, 
Burchard and Strange are interna- 
tional vice-presidents in accident insur- 
ance. Messrs. Black, Butler, Grill, 
Keon and Ost are international vice- 
presidents in life insurance. Mr. Lar- 
kin is a_ district vice-president in 
automobile insurance, and Mr. Rorke is 
an international vice-president in the 
automobile line. Messrs. Miller, Star- 
buck, Stone, Quentin, Brauner, Collins, 
May, Harry Cooper, Klinger, Bruenn, 
King, Chinnock and Sisley qualified for 
the Half-Million Life Club and are 
international vice-presidents in life in- 
surance. Mr. Moore, Mr. Wheeler and 
Mr. Heissenbuttel qualified for the 
Half-Million Life Club and are district 

vice-presidents in life insurance. 
George T. R. Cooper qualified for the 
President’s Club and the Half-Million 
Life Club. 
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All in a Stew Over “The 
Cook Book” 


An Illustrated Presentation of 
Twelve Acknowledgedly Suc- 
cessful Sales Talks 


The title of a new book on life in- 
surance selling, written by Paul W. 
Cook, of the Mutual Benefit Life In- 
surance Company, is aptly punned as 
“The Cook Book.” In our opinion, the 
publishers (Insurance R. & R. Service) 
might have gone even a step farther 
and said that they were conducting a 
Cook’s Tour. At any rate, it must be 
said thac “The Cook Book” goes as 
clearly, and as deeply, into the subject 
of life insurance sales as any publica- 
tion in recent years. 

“The Cook Book” is distinctly mod- 
ern, even to dress. It puts over a mes- 
sage for the up-to-date life under- 
writer. And which only the up-to-date 
life underwriter will be able to under- 
stand. It sells for $3.00 a copy. 





Sr. Louis, June 16.—J. R. Yates of Kea- 
lakekua, T. H., representing the J. M. Mac- 
conel General Agency of the Missouri State 
Life Insurance Company in Honolulu, was 
elected president of the Missouri State 











AS WE SERVE 
WE PROGRESS 


Insurance in Force 
1923 One Billion 
1927 One Billion and a Half 


1930 Two Billions 





Massachusetts Mutual 
Life Insurance Company 
Springfield, Massachusetts 


Organized 1851 

















Ira W. Fischer Heads St. Louis 
Association 

St. Louis, June 16.—Ira W. Fischer 

of the Penn Mutual Life Insurance 


Company has been elected president of 
the St. Louis Life General Agents and 





Life’s Hundred Thousand Club at its an- iati 
nual’ meeting held at the Book-Cadiiac “Snagers Association, Inc, of St. 
Hotel, Detroit, Mich., on June 9, 10 and 11. Louis, Mo. 
ps) 8 Deon Porting OF 
| Writing Us! 

Full Coverage although you have, no doubt, 
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during the past few months. 


You Know in Your Heart 


that Income Guaranty policies 
afford a protection that is un- 
equaled, that they are accep- 
table and will renew readily. 


Yet You’ve Neglected 


taking that pen and paper and 
asking us to send you complete 
information on our Non-Cancel- 
lable Gold Seal policies. 
make money for our represen- 
tatives and give complete satis- 
faction to the holder. 


They 
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To Assist Our Agents 





OUR NEW HOME 


Policies for all ages 1 to 70. 


Children’s Policies with Benefici- 
ary Insurance. 


Both Participating and Non-Par- 








Available Terri- 
tory in 17 States 
West of the Mis- 
sissippi and in II- 
linois and Florida 


ticipating. 

Disability and Double Indemnity. 

Surgical and Dismemberment 
Benefits. 

Non-Medical. Standard and Non- 
Standard. 
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Department. 


Perseverance and Producer’s 
8. 


Special Monthly Premium Plan. 


Grow with This Progressive Company 


Central States Life 
Insurance Co. 


HOME OFFICE—ST. LOUIS 


BALTIMORE 
































A PROGRESSIVE 


SURETY and CASUALTY 
— COMPANY 





NEW YORK 































The developing of practi- 
cal ways and means of as- 
sisting in the location and 
placement of contracts is 
one of our first duties to 
our agents .. . and will be! 


PHILADELPHIA LIFE 
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111 North Broad Street, 
Philadelphia, Pa. 
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Life Underwriters Appoint 
Committees 


B. J. Lane, president of the South- 
west Texas Life Underwriters Associa- 
tion, has announced the appointment of 
the following committees: 

Auditing committee: John Haile, Jr., 
chairman; J. L. Lawrence, Eph Gold- 
stein. Sick committee: Lee Hickerson, 
chairman; L. A. Victor, Lucien Jones. 
Membership committee: O. P. Schna- 
bel, chairman; J. Y. Williamson, Mat- 
thew Brown, J. R. Hornor, J. H. Flack, 
Fred Groos, R. F. Palmer. 

Meetings of the association will be 
suspended during July and August, 
and the first fall meeting will be held 
Sept. 1, 1930. 

Arthur E. Biard, vice-president and 
general manager of the Thurman Bar- 
rett Company, will be the principal 
speaker at the September meeting. 


Has New Sales Feature 


ConMuTopics, monthly sales publica- 
tion of The Connecticut Mutual for its 
representatives, announces a new fea- 
ture for its readers beginning at once. 
This will take the form of a series of 
illustrated sales aids, done in the style 
of comic strips, under the title “The 
Enterprising Connecticut Mutual 
Agent.” Helpful sales pointers will be 
graphically illustrated. 


A TOWER OF STRENGTH 


INSURANCE IN FORCE 
TWO BILLION DOLLARS 


pe ee $568,197,000 
72,807,000 


Interest on policy pro- 
ceeds, profits, etc., left 
with the Company. 


FIVE AND ONE-HALF PER CENT 


Total investments in United 


States securities approx- 
imately $300,000,000 


Dividends to Policyholders increased 
for tenth successive year. 


SUN LIFE ASSURANCE 
| COMPANY OF CANADA 
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Texas Agents to Meet in Sept. 


The directors of the Texas Associa- 
tion of Mutual Life Insurance Agents 
have selected Sweetwater as the next 
meeting place and fixed the dates for 
Sept. 2-5. Directors attending the 
meeting at Austin were: J. W. Patter- 
son, San Angelo; H. B. Prothro, Lub- 
bock; Dr. J. S. Koenig, Austin; W. W. 
Porter, Colorado; W. W. Davis, Sweet- 
water; G. C. Rollins, Abilene; John V 
Singleton, Waxahachie; F. W. Woolsey, 
Austin, and W. C. Rancis, Paris. 


New State Agency for Bankers 
National Life 


George Ramee, vice-president of the 
Bankers National Life Insurance Co., 
Jersey City, announces the formation of 
a new State agency of the company, 
the Bankers National Agency, Inc., 
located at Jacksonville, Fla. The offi- 
cers of the new agency are: George R. 
Paschal, president; C. Roy Mundee, 
vice-president; Hugh Potterfield, secre- 
tary-treasurer. 

Messrs. Paschal and Mundee, for- 
merly leading agents of the Bankers 
National Life Insurance Company of 
Jacksonville, Fla., recently absorbed by 
the New Jersey Company, have repre- 
sented the Company in Florida for 
several years with marked success. 





Wirt G. Close Made 
Supt. of Agencies 


PHILADELPHIA, June 15.— Wirt G. 
Close, who has just been appointed su- 
perintendent of agents of the Philadel- 
phia Life, joins the tocal company with 
much experience in the business. 

He started in six years ago as a per- 
sonal producer with the Harry F. Has- 
kins agency of the John Hancock at 
Des Moines, Iowa, later becoming a su- 
pervisor. He then moved to New York, 
going in for personal production with 
the J. E. Flanigan agency of the Bank- 
ers Life, later becoming a supervisor 
in the agency. President Fulton, then 
vice-president of the Home Life of New 
York, then called him and sent him to 
Philadelphia as manager of the Phila- 
delphia agency of the Home. He later 
managed the company’s Indiana agency. 


New Club Rooms for Society 


The Insurance Society of Massa- 
chusetts has opened its handsome new 
permanent headquarters at 173 Milk 
Street, Boston. President Leslie E. 
Knox, with a committee of well known 
Boston insurance men, carried out the 
arrangement for the new club head- 
quarters. The rooms consist of a 
beautifully appointed living room and 
a dining room. 


Agents’ Opportunity 
to Expand Lines 


T HE John Hancock Mutual Life Insurance Company 


offers complete Group Insurance service, including 
personal service of Home Office representatives to assist 
in closing business and interesting employees. This com- 
pany does the following Group lines: 


Group Life Insurance 


Group Accident and Sickness 


Group Aceidental Death and Dismemberment 


Salary Deduction 


Wholesale 


The field is ready to be cultivated and we are ready to assist. 


Contracts are liberal, with low net cost. The cooperation 
offered by this company’s organization will prove of prac- 
tical value to any of your clients who are, or should be, 
interested in these several forms of Group Insurance. 


For further information address: INQUIRY BUREAU, 
197 Clarendon Street, Boston, Mass. 





LiFE INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 


Insurance in force 3 billion 300 million dollars; Assets $542,140,978; 
Reserves and all other liabilities, $502,453,577; Surplus $39,687,401. 
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The Insurance Year Book—1930 
58th ANNUAL ISSUE 


To be issued this year earlier than ever before, these three massive volumes, brought 
strictly up-to-date, are more valuable this year than ever. Complete data regarding 
ali classes of Insurance Companies is contained in these volumes, together with thou- 
sands of facts and figures that every Insurance man needs, from the executive to the 
agent. As important as your telephone book. 


ORDER NOW 


PRICES 


Life Insurance Volume, including Special Reports..... $20.00 
Casualty, Surety and Miscellaneous Insurance Volume, 

including Monthly Bulletin and Special Reports.. 20.00 
Fire and Marine Insurance Volume, including Monthly 


Bulletin and Special Reports..................... 20.00 
Two Volumes, when ordered together................ 35.00 
Three Volumes, when ordered together............... 50.00 





SOME OF OUR FIRE, CASUALTY AND 
MISCELLANEOUS INSURANCE PUBLICATIONS 


Fire and Marine Publications 


Agents’ and Inspectors’ Pocketbook of Fire Protection re 


Agent’s Key to Fire Insurance 


Appraisers and Adjusters Handbook 5.00 
Automobile Insurance 5 3.75 
Building Construction as Applied to Fire Insurance _ 1.50 
Crane’s Expiration Registers 6.50 up 
Down to Brass Tacks 2.85 


Earthquake Hazards and Insurance yh 
Fire Insurance Inspection and Underwriting (Fourth 


Edition) A 
Fire Insurance Law Chart 3.00 
Fire Insurance Laws, Taxes and Fees 25.00 
Fire Insurance Policyholders’ Pocket Index 75 
Fire Prevention and Protection 4.25 
‘fire Underwriting Profit and Loss Tables -10 
Insurance Investors’ Index 7.50 
Making of the Fire Insurance Rate, The 6.00 
McGarrity’s Rapid Premium Calculator 1.00 
Mutual Fire Insurance Fallacies -10 
New Building Estimator by Arthur (New Revised 

Edition) 6.00 
Operation of 80% Average Clause -06 
Quick Pro Rata Premium Table -50 
Rapid Calculator ; 3.00 
Ready Reckoner for Earned and Unearned Premiums 7.50 
Semmann’s Fire Insurance Cancellation Tables 2.00 
Special Agents’ and Adjusters’ Handbook 2.00 
Special Agents’ Electrical Handbook 1.00 
Stock vs. Mutual Insurance -10 
Universal Manual of Fire Insurance Cancellation 3.00 
Weakness of Mutual Fire Insurance -10 
Where Fire Insurance Dividends Come From .10 
Windstorm and Tornado Insurance 2.50 





Casualty and Miscellaneous Insurance Publications 


Adjusters’ Manual for the Settlement of Accident and 
Health Claims, 1926 edition. 


Automobile Insurance 3.75 
Casualty Insurance Laws Taxes and Fees 25.00 
Causes of Disability 10.00 
Claims Arising from Results of Personal Injuries 3.50 
Cutting the Cost of Auto Insurance in Half 1.00 
Daily Casualties—an accident leaflet 10 
Defying Fate—an accident leaflet 10 
Handy Chart of Casualty and other Miscellaneous 
Insurance Companies in America -75 
Health and Accident Salesman -50 
Health and Life Insurance Tables 10.00 
Insurability, Prognosis and Selection 10.00 
Insurance Investors’ Index * 7.50 
Investigators’ and Adjusters’ Hand Book, 1926 edition 3.50 
Manual of Accident and Health Insurance 3.00 
Pocket Register of Accident Insurance -75 
Practice of Workmen’s Compensation Insurance 4.00 
Principles of Surety Underwriting 4.50 
Selection of Risks by the Casualty Solicitor -50 
Selling Accident and Health Insurance 1.00 
Social Insurance, by I. M. Rubinow 5.20 
Successful Selling of Accident and Health Insurance 1.75 
Sunderlin on Automobile Insurance 10.00 
Surety and Casualty Salesmanship 4.00 
Standard Accident Table, A 1.50 
Underwriting and Investment Profits and Losses .10 


Sole Agents for all works handled by CHARLES & EDWIN LAYTON, of London, England 


Send ten cents for complete Catalogue of Insurance Publications with descriptive 
circular of books listed above. 
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EDUCATIONAL 


Business Insurance Agreements 


By A. RUSHTON ALLEN 


General Agent, Union Central Life, Philadelphia, Penna. 


ance agreement divides itself, in 

my mind, in three parts: First, 
why is such an agreement necessary? 
Second, the clauses which such an 
agreement should properly contain. 
And, third, how these clauses which 
should appear in this agreement may 
be used by you as you talk with your 
prospect in order to further your sale. 

Let me emphasize first the necessity 
of a study of this subject. It is some- 
thing that you can’t guess about. It 
is something you must know. Just 
figure for yourself an attorney who is 
called in to consult with a partnership 
concern the provisions of a partner- 
ship for an agreement. First he has 
an interview to get in mind about the 
set-up they would like to create. Then 
he goes back to his office and works 
over that agreement for some time, 
maybe several weeks, and then he goes 
back to the concern and submits a 
draft of what he proposes to draw up. 
There are always a lot of corrections 
and he looks over them again for per- 
haps several weeks until finally he has 
it in a shape which is satisfactory to 
the partnership and they execute it. 
In order to advise them, he spent a 
great many years in training; in col- 
lege, in law school and then in actual 
practice. And, if you assume that we 
can talk to a business association about 
business agreements simply by reading 
over company circulars we can learn 
all about business agreements, I am 
afraid we will find we are sadly mis- 
taken. I want to emphasize the neces- 
sity for anyone who is interested in the 
subject to be ambitious and energetic 
and make a real study of it. 

As to the why of these agreements, 
we don’t have to spend a great deal of 
time. Men engaged in business are di- 
vided into three groups; they either 
own the business themselves or they 
are associated as partners or they are 
members of a corporation. In the case 
of sole ownership, if the owner of the 
business dies, he leaves behind him a 
dead asset. The probabilities are that 
it will not be carried on. If it is car- 
ried on, it will not be carried on to the 
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profit of the estate, if there is any way 
to prevent it. 

If he is a partner in a partnership, 
the law provides that the partnership 
terminates at death and that law su- 
persedes any agreement that they may 
have among themselves. The attorneys 
disagree as to the effect of an agree- 
ment between partners leaving the as- 
sets of the deceased partner in the busi- 
ness but the consensus of opinion seems 
to be that in spite of the agreement 
that if the executor of the deceased 
partner’s estate or the surviving part- 
ner sees fit to terminate this partner- 
ship they could do so in spite of the 
agreement. 

In the case of a corporation, at the 
death of a stockholder the executor 
takes title to the stock and passes it on 
to the estate. Are the other stockhold- 
ers going to make profits and turn 
them over to the estate? They most 
certainly are not. They will raise sal- 
aries, expand the business, advertise 
extensively, rather than pay dividends 
on the stock and there is no legal way 
to compel the payment of the divi- 
dends. 

The main point of the discussion 
from my point of view is the clauses 


which such an agreement should con- 
tain and the value they have as sales 
presentations. Probably the majority 
of the business concerns that you talk 
with have already either business in- 
surance of some kind or they have en- 
tered into some kind of agreement 
among themselves as to what will hap- 
pen at the death of one of the members. 

In the case of the death of one of the 
partners in a partnership an agree- 
ment may have been entered into that 
the business is to continue for six 
months or a year or two years and that 
the interest is to be left in for that 
period, or that the capital may be left 
in for a time and the estate is to share 
in the profits; all of which can be up- 
set if either side takes advantage of the 
law. 

In the close corporation they may 
try to provide through the by-laws that 
at the death of one of the members the 
corporation is to have the option to 
buy the stock. If you can go into such 
a concern and you can suggest to the 
concern an idea which they have not 
considered before, you will get an inter- 
view and then you will have an oppor- 
tunity of which you can take advan- 
tage. 

I will endeavor to give you the vari- 
ous clauses which should be contained 
in a business agreement and to cite 
cases illustrating each one from the 
standpoint of opening the business by 
suggesting such an idea. 

The first should provide a contract 
of sale. Every person that signs the 
agreement should agree for themselves, 
their executors and administrators, 
that if they die their estate will sell 
and if they survive they will buy. If 
provision is made in any other way, the 
probabilities are that in case of contest 
it will be held to be void because it 
does not comply with the statute of 
law. If there is an actual sale arranged 
the court might decide in case of con- 
test, there was an attempt made to 
make a will without complying with 
the statute. An actual contract of 
sale—if that is not there you have not 
a clean cut agreement. 

The next point is—what shall the 
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price be, so that the next logical pro- 
vision is the selling price? Now the 
point to be remembered that the price 
is not the thing to be provided but the 
method of arriving at the price so that 
at the death of one of the members the 
actual value will be there as it existed 
at that time. There are a great many 
methods. You have the book value of 
the business at the time of the last ac- 
counting. But that isn’t so good be- 
cause the assets may shrink and that 
isn’t a correct amount at the time of 
death. Or, you may have the book 
value at the date of death which is a 
fairly accurate method. Or, each year, 
place the proper valuation on the busi- 
ness. I don’t like that method, because 
once a year any insurance which we 
have placed is in jeopardy. There is no 
quicker way to start an argument than 
to try to determine the value of the 
business. Then there is the arbitrator 
method whereby the estate of the de- 
ceased appoints one person and the 
surviving members another and the two 
so appointed appoint a third to value 
the business. There is another method 
which is very interesting and which is 
the best method for canvassing; the 
method which includes the value of 
good will. I recommend that to every- 
one. Look up what is known as the 
New York Formula for calculating the 
good will. It is based on the average 
invested assets over a period of five 
years, credit six per cent, credit man- 
agement, salaries and deduct these two 
items from gross earnings of the busi- 
ness leaving the balance to be accounted 
for only by good will. 

There was a concern that I worked 
on that already had a million of insur- 
ance. There were two partners. I felt 
that they were only half insured. The 
problem was, after having gone as far 
as I could, to open the thing up in some 
way and the method I used was good 
will of the business and to show them 
something they hadn’t heard of before 
—a mathematical way of calculating 
actual value of good will. This New 
York Formula is so called because the 
courts of New York State use it for 
inheritance tax purposes and it is as 
good as any method. Any method 
would be arbitrary and will never fail 
to evoke interest in your prospect as a 
sales idea. 

Now we have an agreement to buy 
and sell and we have a method of ar- 
riving at the price. We haven’t as yet 
determined how the money shall be 
provided and that is where we come in 
the picture. 

With this particular point in the 
agreement, I have opened a great deal 
of business. To cite one instance; 
there were four men engaged in busi- 
ness in a close corporation. One man 
I had been talking to refused to talk 
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life insurance and he threatened to 
walk out of the room if I mentioned it. 
But, I was discussing with him what 
arrangements could be made for the 
various interests in the business and 
had gone over and drawn up, without 
the mention of life insurance, terms of 
agreement. They liked the agreement; 
“but,” I told them, “the agreement 
isn’t worth the paper it is written on 
for the simple reason that you have no 
method of putting it into effect. Where 
is the money coming from to make it 
possible? Are you going to borrow it 
from your bank? Probably not. The 
bank will probably restrict credit 
rather than increase it. If one of the 
members of this business should die 
are any of you going to dig into your 
individual pockets to furnish the price? 
I don’t believe any one of you have it. 
Is any surety company going to guar- 
antee that the money will be there?” 
They then wanted to know what sug- 
gestion I had to make. “I have none 
because I have agreed that I shall not 
mention the only way this agreement 
can be put in effect.” The man who had 
objected, of course, then consented to 
listen and I then explained how the 
only method by which a business agree- 
ment can be guaranteed in the sense of 
the money being available at the time 
it is needed is the self completing sink- 
ing fund plan; i.e. life insurance. 
Yesterday morning I interviewed two 
partners who have a very prosperous 
business and who said they had every- 
thing fixed up in wonderful shape. At 
the death of either partner, that the 
surviving partner had ten years in 
which to make up the purchase price 
for the interest of the deceased partner 
and that he would give a series of 
notes, twenty of them, which would 
come due every six months. The one 
partner is 68 and the other is 42. I 
was talking to the younger partner and 
I asked him, “What guarantee have 
you to your estate that your partner is 
going to survive ten years and is going 
to conduct a successful business and 
make enough money to pay those 
notes?” So we arranged an interview 
with the other partner next week. I 
know when we have this interview that 
there will be sufficient business develop 
from it to make the call well worth 
while. What we will do with the man 
68 years of age, I will explain later. 
Then, if we use life insurance for the 
guarantee of this purchase price, who 
shall be the beneficiary of the life in- 
surance? Shall this agreement be en- 
tered into between members of the 
business or shall it be entered into be- 
tween the members of the business and 
the business itself? Shall the bene- 
ficiary be the partnership or corpora- 
tion, or shall it be the surviving mem- 
bers? We can’t tell the individuals what 





they should do but we should know 
enough about our business to suggest 
cifferent methods which they might 
use. 

If we use a method whereby the part- 
nership or the corporation pays the 
premium and is the beneficiary of the 
insurance, then first come the creditors, 
At the death of a partner the money 
goes into the business and the creditors 
have first chance. If it is the purpose 
of the business to give the creditors 
first chance then this method is all 
right. If, on the other hand, it is more 
important that the interest of the mem- 
ber who dies should be preserved at all 
hazards, then the beneficiary of the 
insurance should be the surviving mem- 
ber and have nothing to do with the 
business entity itself. 

In the case of the corporation, there 
is the problem of the corporation buy- 
ing its own stock. In some States that 
is legal, others it is illegal and some no 
statute. The fact is that if there isn’t 
sufficient surplus in the corporation the 
stock sale will not go through; cred- 
itors will upset it. For that reason it 
is better for the individuals comprising 
the corporation to enter into the 
agreement rather than to have the cor- 
poration itself enter into an agreement. 

In the paying of premiums, the prob- 
lem comes up as to how they should be 
paid. Take for example the one man 
68 and the one man 42. Suppose in 
this case that insurance should be 
placed on them, how shall those pre- 
miums be paid. Shall the man 42 who 
is buying the policy on the man 68 pay 
the rate at 68 and the older man who 
has probably more moeny, buy a policy 
on the age 42 and pay the lower rate? 
Of course not. The premium should be 
adjusted according to the interest in 
the business. In this particular case, 
I understand the interest of the older 
man is slightly more and he will pay 
a slightly larger portion of the pre- 
mium. Add the two premiums together 
and divide them up according to the 
interest in the business. 

Another problem in the case of the 
death of one of the members of this 
business if the agreement has been en- 
tered into with individuals, shall the 
estate receive the value of the interest 
in the business or shall the estate re- 
ceive something more than that? Take 
the case of the man 42 and the other 
68, the man 42 dies. He has paid 
premiums on life of the man 68. Shall 
his estate receive anything back for 
those premiums? Shall it have any 
equity whatever in the policy on the 
survivor for which the man paid premi- 
ums? There are three ways of getting 
at it. First, the estate gets nothing; 
second, it gets the value of the surviv- 
ing policy; or, third, the estate gets 
back the value of the interest in the 
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business plus the premiums which the 
members of the business had paid on 
the other man’s life. The third plan is 
the sales idea because if you can show 
that they will get the value of the in- 
terest in the business plus all they have 
paid in premiums, you very often can 
overcome the idea of high premium. 
But whichever it is, their method is 
their concern and it is your job to sub- 
mit to them the various ways in which 
it may be accomplished. 

Then there is the tax situation. The 
tax situation is sort of a bugbear and 
it need not be necessarily; if you will 
just. get the fundamentals it is very 
simple. I am frank to admit I know 
very little about taxes in their detailed 
applications but I do know the effect 
of taxes on life insurance. In these 
purchase agreements there is no way in 
which the concern or the individuals 
who are paying premiums—there is 
no way these premiums may be de- 
ducted under the income tax. What- 
ever plan you may have adopted, just 
write it down—it won’t work. Those 
premiums are taxable. 

The insurance money is not taxable 
either under the Federal Estate Tax or 
the State Inheritance Tax because the 
one who has died has not paid for the 
insurance for the very simple reason 
it has been paid for by the survivor or 
the corporation. There is no estate tax 
on the proceeds of life insurance; but, 
there is a tax which very often amounts 
to the same thing—the tax on the pro- 
ceeds of the saie as it goes into the 
estate of the member who died. 

Sometimes the beneficiary of the in- 
surance in these agreements is the wife 
and the corporation or the partner or 
the individuals pay premiums on the 





policy for business purposes; subject to 
one of these agreements in which the 
beneficiary is the wife with the theory 
that by being payable to the wife there 
is an inheritance tax to be avoided; they 
looked at it in this way, that the wife 
receives money not as the proceeds of 
life insurance but as the proceeds of 
a contract of sale and, therefore, it is 
taxable. There isn’t any advantage, 
therefore, in making it payable to the 
wife for taxation purposes. It may be 
of advantage to make it payable to the 
wife in life insurance trust in order 
to save estate charges. If the pro- 
ceeds go to the executor of the estate 
of the deceased, it opens it up to cred- 
itors and to estate charges, the very 
least of which is five per cent. 

The next prospects you talk with who 
have one of these agreements in effect 
or think they have, ask them what 
provision they have made for an ex- 
cess in value over the amount of life 
insurance carried or a value which is 
less than the amount of life insurance 
carried. Very often you get an inter- 
esting discussion on that point and 
when you are through additional life 
insurance is necessary. The amount of 
Fifty Thousand Dollars on each life 
may be the proper amount then but 
five years from now it may be One 
Hundred Thousand. Perhaps a series 
of notes running over a period of time 
commensurate with the difference in 
value. 

Suppose at the date of death the 
value is less, what will happen? Hither 
the estate gets the value of the busi- 
ness and the excess belongs to the sur- 
vivor or the agreement might provide 
that the amount of life insurance would 
be the minimum value which the estate 
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of the deceased partner may receive. 
Whichever one appeals to them is the 
one to be used. 

Where does the trust company fit in? 
I find this. If I go in to talk about 
business agreements with all the com- 
plications necessarily involved and at- 
tempt at that time to present the idea 
of a trustee, I have to explain further 
just the operation of a trust agreement 
in conjunction therewith and I am 
slowing things up. I never mention 
trust company until I have the busiess 
agreement settled and then I explain 
where it fits in. It is not a trust. It 
is what is known as an escrow agree- 
ment. There are no trust duties. At 
the date of death the trust company 
acts as an exchange agent. 

But there are two important things 
that they accomplish. First, without 
the trust company, who is going to see 
that this agreement is put into effect? 
Are we going to leave it to the sur- 
vivors to initiate proceedings? Are we 
going to leave it to the estate of the 
deceased? The trust company, of 
course, in that case would be the one 
to initiate proceedings to take care of 
the operations of the agreement. That 
is their job. If you don’t have them, 
you have a survivor on the one hand 
and the executor of the deceased on the 
other and when they try to work out a 
plan in ninety-nine cases out of a hun- 
dred an old fashioned squabble ensues. 
Now the trust company acts as an in- 
termediator or arbitrator between the 
two parties. It can do an immeasur- 
able amount of good not only in initiat- 
ing proceedings but adjusting the 
questions which come up. From that 
standpoint the trust company is quite 
a valuable asset. 
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Valuing a Stock Life 

Insurance Company 

(Continued from page 3) 
ment trust, effectively supervised by the 
State, with investments confined by law 
to those which are recognized as the 
most select, and with the added advan- 
tage of profits from the insurance busi- 
ness. 

The value of any business depends 
upon the potential profits, and the life 
insurance business is no exception. The 
earnings of a stock life insurance com- 
pany are from two sources; the invested 
capital stock and other stockholders’ 
funds, and the insurance operations. 
Even if a life insurance company were 
to stop producing new business, those 
earnings would continue: on the capital 
and other stockholders’ funds so long as 
invested; on the insurance in force for 
many years in the future, until it will 
have “worked off” the books. 


Purchases 


Purchases in connection with owner- 
ship of stock life insurance companies 
are of two general kinds: 

1. Purchase of the insurance on the 
books of the company. 

2. Purchase of the stock (either con- 
trol or individual shares). 

In a purchase of the insurance on 
the books of the company, we need only 
consider the earning capacity of that 
business and the probable length of 
time that business will continue to earn 
profit, which, of course, involves the 
rates at which the business will prob- 
ably go off the books, or inversely, the 
rates at which that business will per- 
sist. 

In the purchase of the stock, whether 
it be 100 per cent of the capital stock, 
or sufficient for control, or individual 
shares, the purchase might be con- 
sidered as made up of two parts. 

1. The assets covering, or securing, 
the capital stock, surplus and other 
stockholders’ funds. 

2. The going insurance concern. 


Determining Value of Assets 


Determination of the value of the 
assets securing the capital stock, sur- 
plus and other stockholders’ funds 
would be similar to that of determining 
the value of the assets of any other 
financial institution, and is compara- 
tively simple. In the results presented 
herewith, I assume, in effect, that the 
assets were all reported at current 
market values, or at maximum values 
allowable by the State supervising offi- 
cials. 

The value of the going insurance con- 


*EpDITOR’s NOTE: This schedule will be 
presented in a subsequent issue in connec- 
tion with this serial. 
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cern would be measured by the net 
profit on the insurance operations and 
the probable rate of increase in the 
profit-producing insurance. 

In settling upon the value of any 
business, or stock, it is quite the usual 
practice to consider it as worth a cer- 
tain multiple of the current earnings. 
We are all quite familiar with the ex- 
pression “that stock is selling for 12 
or 15 times the yearly earnings.” 
Thougk the buyer might not specifically 
fix a definite ratio, the amount he is 
prepared to pay is increased or de- 
creased according to his ideas of the 
probable increase or decrease in the 
earning rate. In any purchase, the 
price is influenced by the judgment, or 
hope, of the buyer. 


Past Experience as a Basis 


In any line of business, values are 
largely influenced by past experience, 
with some regard for apparent indica- 
tions of change. In the life insurance 
business, past experience is a fairly re- 
liable basis for estimating the future 
increase in earnings, a condition which 
does not apply as truly to other lines of 
business. Thus, in setting values in the 
life insurance business, we can appraise 
the future with somewhat more assur- 
ance, and need not be confined to 
present rate of earning and base our 
multiple of earnings on mere hope or 
guess. 


Valuing the Agency Plant 


There is no particular merit in try- 
ing to arrive at a value of the Agency 
Plant, as such, because that is involved 
in the value of the going concern. The 
Agency Plant cannot be considered 
apart from the whole. It cannot be 
taken bodily from one company and set 
to function as effectively in another. It 
is not like the furniture or files. It is 
subject to disintegration upon sever- 
ance from its “native soil.” Much of 
its value lies in the executive directing 
its activities. If, for academic reasons, 
a value of the agency (and underwrit- 
ing) plant is wanted, apart from the 
value of the whole going concern, it 
might be found by subtracting the 
value of the business already on the 
books from the value of the going con- 
cern, because the value of the agency 
plant must lie in its ability to increase 
the volume of profit-producing busi- 
ness. 

Though, in determining upon the 
price to pay for all, or a large part, of 
the business of a particular life com- 
pany it would be desirable to analyze 
separately the various classes of busi- 
ness, such as the ordinary, industrial, 
group, term, annuity, etc., such de- 
tailed analysis was not possible with 
only the data of the annual statements 
before me, nor was it necessary, for 








the purpose was to determine the earn- 
ings of the combined business of the 
company, rather than of a particular 
part or section of the business. Though 
changes in the relative volumes of the 
various classes of business would likely 
have some effect on the rate of future 
earnings, future changes in the charac- 
ter of the business cannot be measured, 
except in so far as the past experience 
indicates a trend, or definite plans have 
been put into effect. As a matter of 
fact, a life insurance business shows 
remarkably regular results over a pe- 
riod of years. Changes in the charac- 
ter of the business are sometimes not 
reflected in the earning rates until sev- 
eral years have passed, because of the 
long-term character of most of the in- 
surance contracts. Probability of rad- 
ical changes in future operations cannot 
be considered, unless there are some in- 
dications to that effect. The seller 
cannot expect a price predicated upon 
future operations being improvements 
over those which he has pursued in the 
past. The buyer’s offer, however, 
might be influenced by ideas of how he 
can improve earnings by effecting 
changes. 


Yearly Cost and Profit 


With the exception of the few com- 
panies doing a peculiar business, such 
as exclusively, or mainly, One Year 
Term insurance, or which are in effect 
“subsidized” by other organizations, 
business is written, or placed, at a con- 
siderable cost over and above the pre- 
mium collected for the first year’s in- 
surance. This cost, as related to the 
increase in the profit-producing busi- 
ness must be considered in determining 
the value of the going concern. 

In my analysis, I sought the yearly 
rate of profit produced by the business 
on the books, the probable change in 
the earning rate, the yearly rate of 
increase in such profit-producing busi- 
ness and the cost of producing that in- 
crease. In the accompanying schedule 
I present the resulting functions as fol- 
lows :* 


1. Average Yearly Earnings per 


$1,000 of Renewed Insurance (i.e.) in- 


surance more than one year in force. 

2. Yearly Persistency Rate of Re- 
newed Insurance. 

3. Values per $1,000 of Renewed In- 
surance, on bases of 5, 7, 10 and 15 
years’ future earnings (decreasing as 
business goes off). 

4, First Year’s Cost, in excess of the 
first year’s premiums collected, per 
$1,000 of New Insurance Issued. 

5. Cost per $1,000 Increase in Re- 
newed Insurance. 

6. Probable, or Assumed, yearly rate 
of increase in profit-producing Re- 
newed Insurance. 
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7. Yearly Net Profit per $1,000 of 
Renewed Insurance. 

8. Value of Going Insurance Concern, 
per $1,000 of present Renewed Insur- 
ance, i.e., value of an increasing profit- 
producing business, on the basis of 7, 
10 and 15 years’ future net profits. 

9. Value of Stock per $1 par value, 
as of Dec. 31, 1928, and as of Dec. 31, 
1929, on basis of 5 (exceptional), 7, 
10, and 15 years’ future profits. 


10. Ratio, per cent, of Ensuing year’s 
earnings to Dec. 31, 1929, value of 
stock. 

These functions are given for 117 
companies doing an ordinary life insur- 
ance business, some of which do a 
group business, and some also an acci- 
dent and health business. The schedule 
excludes the companies doing an indus- 
trial business, those doing a special 
class of business, such as reinsurance 
mainly, or mainly One Year Term in- 
surance, and also excludes the com- 
panies which had been in business for 
less than seven years. It seems to take 
about seven years for a company to get 
going. In the first seven years its 
problem is particularly that of getting 
an agency plant organized, and few 
companies less than seven years in 
operation can earn sufficient surplus on 
the business already placed on the 
books to offset the cost of increasing its 
volume. Incidentally, few of the com- 
panies which had been in business less 
than seven years had more than $10,- 
000,000 insurance in force. Of the 215 
companies whose statements I analyzed, 
the statements of 21 companies were so 
inadequate, or apparently inaccurate, 
and a few palpably dishonest, that no 
reliable results could be derived there- 
from. These, of course, had to be dis- 
carded. In a subsequent article, I hope 
to give the results of the analysis of 
these other companies, after having 
completed the analysis of the 1929 
statements for all companies included 
in the present tabulation as well as 
those excluded therefrom. 


Though, from reconcilements I was 
able to effect, I am satisfied that the 
figures presented in the accompanying 
schedule indicate the earning capacities 
and the values of most of these com- 
panies, I believed it inadvisable to 
supply the names of the companies, be- 
cause the figures are necessarily predi- 
cated upon certain assumptions, and be- 
cause I wished to avoid all possibility 
of affecting the interests of anyone. The 
companies are grouped according to 
volume of insurance in force, but have 
been listed in random order so that no 
particular company can be identified 
by its position in the schedule. 

Earnings on Renewed Business, i.e., 
On Insurance More Than One Year in 
Force. 
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The aggregate profits on the business 
more than one year in force were found 
by addition and subtraction of the 
various items shown by the successive 
annual statements, affecting surplus 
changes: It was taken as equal to: 

1. The increase, from one year to the 
next, of the surplus, including all spe- 
cial or contingent reserve or surplus 
funds, not designated as reserves or 
funds belonging to policyholders. 

2. Plus any voluntary increases in 
policy reserves. 

3. Minus any contributions of surplus 
by stock holders or premiums received 
on issue of new stock. (Or plus any 
return of surplus previously paid in by 
stockholders.) 

4. Plus any dividend allocations to 
stockholders. 

5. Minus interest earnings on the 
mean amounts of capital and other 
stockholders’ funds at the rates of 
interest shown by the gain and loss ex- 
hibits as earned on the mean amount of 
ledger assets. 

6. Minus all so-called investment 
profits (or plus any such losses) i.e., 
profits or losses on investment other 
than interest earnings. 

7. Plus or minus any loss or gain, 
respectively, on account of agents’ bal- 
ance items of “assets not admitted.” 

8. Plus the excess of first year’s in- 
surance costs and charges over the first 
year’s premium collected. 

9. Plus the cost or charges of any 
reinsurance of other companies effected. 

10. Plus or minus any other losses or 
gains, respectively, not due to the in- 
surance operations. 


Stockholders’ Earnings 


As we are here concerned with stock- 
holders’ earnings and not with those of 
policyholders, we need only consider 
the profits over and above the recorded 
commitments to policyholders under the 
dividend provisions of any participating 
policies. With the possible exception of 
the few companies having charter, or 
other provisions, limiting the dividends 
payable on the stock, it is reasonable to 
assume that all current obligations 
under any policyholders’ participating 
provisions were completely discharged 
by current policy dividend allotments, 
so that all other surplus fund increases 
were on account of stockholders; there 
being no need for a stock company to 
use any of the policyholders’ earnings 
or funds as contingency reserves: the 
stockholders’ capital and surplus sup- 
plying the necessary contingency re- 
serves. 

For the few companies which include 
among “admitted” assets considerable 
excesses of market, over book or ledger, 
values, the interest earnings of the 
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stockholders’ funds may be overstated 
if computed at the rate of interest 
shown in the gain and loss exhibit as 
earned on the mean ledger assets. How- 
ever, it must be assumed that assets 
were reported at true market values 
and therefore could be sold to realize 
those market values, and the proceeds 
invested, on behalf of the stockholders, 
at the rate reported as having been 
earned on the mean ledger assets. 

As to investment profits or losses, it 
might be contended that the renewed 
business should also be credited with 
some part of the so-called investment 
profits. Such profits (or losses), how- 
ever, are rather fortuitous in life in- 
surance operations, and the past ex- 
perience as to such profits (or losses) is 
no guide for the future, and therefore 
had to be eliminated from the insurance 
operations earnings. Incidentally, pros- 
pects of future profits (or losses) on 
assets will be reflected in the market 
values reported and consequently in 
the stockholders’ surplus funds, which 
will have their part in determining the 
values of the stock. 

The other items involved would seem 
to require no explanation or justifica- 
tion, except that of: 

Excess of First Year’s Insurance 
Costs and Charges Over the First 
Year’s Premiums Collected. 

The costs and charges of putting new 
business on the books are composed of 
the following elements. 

1. Expenses. 

2. First Year’s Mortality and other 
Policy Claims (such as Disability, Acci- 
dental Death Benefit, etc.) less reinsur- 
ance salvage. 

3. Reserve Liability. 

Expenses can be divided into two gen- 
eral classes: direct first year’s expense 
and so-called “overhead expense.” 

The following items were included as 
direct first year’s expense: 

1. Commissions on First Year’s Pre- 
miums. 

2. Other Compensztion for Obtaining 
New Business. 

3. Agents’ balances charged off (less 
agents’ balances recovered). 

4, Agency Supervision. 

5. Branch Office Expense. 

6. Medical Examinations and Inspec- 
tion of risks. 

7. All advertising. 

8. Taxes on First Year’s Premiums. 

The inclusion of items 1, 2, 3, 6 and 
8 as first year’s expense probably 
needs no explanation nor justification, 
even though the benefits from some of 
those expenditures will extend beyond 
the first year. 


(Contmued in the next issue of THE 
SPECTATOR) 
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The Annuity 


The Concluding Instalment Series of Four Articles—How the 
Proposition Sums Up In the Eyes of the Prespect 


CHAPTER 9 
(Concluded in this issue) 


Advantages and Objections from 
Prospect’s Viewpoint 


Prospect: “I am already heavily in- 
sured. I have provided for my 
family.” 

Salesman: “I understand that when 
I came to see you. You are making 
and saving money and I want to sub- 
mit to you the greatest all-around in- 
vestment in the world.” 

Prospect: “I can invest my money 
as well as the insurance company can.” 

Salesman: “First—You could if you 
had the advantages offered by group 
savings and the benefits of group in- 
vestigation of investment. Second— 
You might if you were regulated by 
law as my company is. Third—With- 
out going into details, statistics show 
that all but a very small percentage of 
us are dismal failures in our own af- 
fairs of money. Fourth—Could you 
afford to stand a loss?” 

Prospect: “If I should live to be 
fifty, I would not live much longer.” 

Salesmen: “If you live to be fifty 
and are a normal man, you are good 
for 20.91 years longer. Should you die 
shortly after fifty, your beneficiary or 
estate will continue to receive the in- 
come ten years, which are guaranteed, 
assuring you a profit.” 

Prospect: “The annuity costs too 
much.” 

Salesman: “There is not one cent of 
cost to the contract; it is merely a 
guaranteed savings plan whereby after 
three years you stand to make a profit.” 

Prospect: “If I die before I reach 
the age of fifty, all I get is my money 
back.” 

Salesman: “How many things have 
you ever put your money into and not 
received one penny back? In my State, 
people come and invest and some of 
them are lucky to get out in their un- 
derwear.” 

Prospect: “Could I not do as well by 
buying government bonds?” 

Salesman: “The best investment on 
earth is United States Bonds. How- 
ever, to produce an income of one hun- 
dred dollars per month, you would have 
to own at least twenty-five thousand 
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By E. S. JOHNSON 


dpsed accompanying article is 
number four of a series on the 

subject of annuities. Prominent an- 
nuities writers have highly endorsed 
this work, describing it as invaluable 
to the life underwriter who seeks a 
clearer understanding of annuity 
salesmanship. The entire series will 
be published in booklet form in the 
event sufficient interest is manifested 
by general agents and managers. 
Those interested in securing quan- 
tities of this booklet are requested 
to communicate with The Spectator 

















Company, 243 West 39th Street, 
\ New York City—Editors Note. 
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dollars worth of them. For a little 
less than half that amount, which is 
what you will deposit with us, we pay 
you the same income, with ten years 
guaranteed whether you live or die. 
The annuity can also be purchased on 
installments for future use—and ad- 
vantage.” 

Prospect: “But government bonds 
are tax exempt.” 

Salesman: “So is the annuity, within 
reasonable limits.” 

Prospect: “But I can place my 
money out at a greater rate of interest. 
All you have is about a three and a 
half per cent investment if I should 
decide to take the cash settlement.” 

Salesman: “First—I grant in part 
what you say. The outstanding feature 
of my company’s contract is safety 
and old age protection. Second—lIn the 
more speculative forms of investment, 
while they promise greater returns, 
they also offer a corresponding amount 
of loss. Three—Some of the greatest 
businesses in America have been built 
up on small, certain returns. Four— 
If you are the average man, you have 
neither the time nor the inclination to 
properly investigate and invest your 
money.” 


CHAPTER 10 


Advantages and Objections from 
Salesman’s Viewpoint 
OBJECTIONS: 
1. It does not provide in the event of 
death. 


2. It does not appeal to the gambling 
or speculative nature of man. 


<ep <ep> <ep> 


ADVANTAGES: 

1. It does appeal as a safe invest- 
ment. 

2. It does furnish a new approach 
which leads to many other insurance 
needs. 

8. It can be sold easily to those who 
cannot pass a medical examination. 

4. It does make of the life under- 
writer an investment banker with one 
of the world’s greatest bonds to offer. 

5. It does appeal to the desire for 
independence and fear of old age want. 

6. It does appeal to the prospect as 
a new insurance need under the terms 
of which he gains nothing by dying. 

7. It does appeal to his vanity be- 
cause of the large sums you are asking 
him to invest. 

8. It does run into the largest sav- 
ings and commissions in the business. 

9. Later it will make you many 
friends, and not dead, either. 

10. You have nothing in your rate 
book that so appeals to the American 
business woman. 

11. The unsettled condition of the 
stock market will not hurt your cause 
for the next few years. 

12. The value of the contract is not 
subject to fluctuations in values. 

13. It is tax exempt within reason- 
able limits. 

14, It is attractive to owners of real 
estate. By it they can maintain an 
even income regardless of what effect 
taxes or the rise and fall of rents may 
be. The annuity was made to order 
for this class of people. 

15. It is the greatest cold canvass 
proposition ever offered a salesman. 
Who would refuse to talk about a life 
income? 

16. People have become a little 
harder and somewhat selfish. Mar- 
ried life is not as permanent as it used 
to be. 

17. It is a quickly available sum of 
cash for the large and small business 
surplus. 

18. If it were not the best and most 
useful of all insurance contracts, why 
is it the most high priced of all con- 
tracts? 

19. It’s a practically virgin field of 
insurance work. 

(THE END] 
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Why Policy Forms Are Varied 


Answering Certain Claims for Term Insurance 


By Tuomas J. V. CULLEN 


Reprinted from The New Republic 


submitted to the New Republic some time ago by Louis G. 


A‘ article, entitled “Term Insurance vs. Life Insurance,” was 


Tebbetts of St. Louis. 


In keeping with the policy of this 


well known liberal magazine, which enjoys a national circula- 
tion, the editors offered THE SPECTATOR an opportunity to present 


in the same issue the other side of the question. 


Real- 


izing that the unchallenged publication of such arguments 
—advocating term insurance to the complete exclusion of all 
other forms of life insurance—might do considerable harm to 
the business, THE SPECTATOR contributed the accompanying arti- 


cle to the discussion. 


In this writing not only was an unreason- 


able claim largely nullified, but a valuable piece of public rela- 
tions work was accomplished, bringing to thousands of readers 


a clearly outlined picture of life insurance a 


of term insurance versus life in- 

surance, I prefer to outline the 
general principles of all forms of life 
insurance and show how certain forms, 
or combinations of forms, of coverage 
best applied to individual cases. 

Hundreds of thousands of the Amer- 
ican public who have been intelligently 
sold on the utility of programmed life 
insurance are unneedful of advice on 
this subject. They are well versed in 
the benefits of the various classes of 
insurance and have come to a realiza- 
tion of their requirements and ability 
to pay. To the legion of non-insured 
and underinsured, however, such an ex- 
planation should prove invaluable. 

Life insurance has as its primary aim 
and function the replacement of mone- 
tary loss caused by the death of an in- 
dividual. In its scope it embraces, in 
addition to the desire of the insured to 
continue financial assistance to some 
dependent, the element of savings and 
investment with an institution of un- 
questioned integrity. 

The legal-reserve life-insurance com- 
panies have recognized the fact that 
the needs of the individual insured vary 
materially as to protection, desire for 
saving and investment requirements. 
They have as a result built up four 
general plans of insurance which may 
be classified as follows: whole life, 
limited-payment life, endowment and 
term insurance. 

The whole-life contract gives a max- 
imum of protection for a minimum 
premium. The term of the policy is 
limited only by the death of the in- 
sured as long as premiums are paid. 
As a lifetime contract, it eliminates the 
chance that at some future date the 
health of the insured will preclude him 
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from obtaining life insurance, while the 
cash values are annually increased to 
provide a bulwark against the loss of 
his insurance should financial adversity 
preclude payment of premiums. 

The limited-payment contracts are 
similar in their basic principles to the 
whole-life form, except that limited- 
payment contracts permit the reduc- 
tion of the premium-paying period by 
payment of larger annual premiums 
during a restricted number of years. 

The endowment contract combines 
the advantages of life insurance with 
that of regular savings. It affords an 
opportunity for a person to set aside 
a stated amount through systematic 
savings in a given time with the 
proviso that payment of the entire 
amount aimed for will be assured by 
the company should death intervene. 

Term insurance, as its name implies, 
is a temporary coverage for a stated 
number of years at a premium cost, 
eliminating the non-forfeiture of cash- 
surrender values. 

The difference between the regular 
forms of insurance and term insurance 
is the difference between permanent 
protection and temporary coverage. The 
great feature of the ordinary or lim- 
ited-payment life policy is that such 
policies provide for the insurance needs 
of those who desire insurance protec- 
tion without increasing cost as long as 
they live. The reserve which enables 
the life companies to insure their own 
financial permanency constitutes an 
ironbound guarantee of security to the 
insured. ‘Through the experience of 
millions of policyholders the companies 
are able to project their calculations 
into the future and, by a study of the 
longevity of a people as a whole, to 
effect a lower premium rate, permitting 


nd its benefits. 
—EpiTor’s Norte. 


the interest earnings on the reserve 
factors to reduce the initial premium 
as well as the subsequent premiums. 

Although this reserve is held by the 
company, it is at all times the property 
of the insured and may be withdrawn 
by him at any time after a limited 
period. 

Term insurance is a temporary form 
of coverage and assumes desire on the 
part of the applicant for a maximum 
of protection for a limited time. It 
has no savings value and does not bind 
the company to reinsure the life of the 
policyholder at the expiration of the 
term if his physical condition does not 
warrant it. An ordinary life policy al- 
ways results in a claim. A term policy 
may never become payable. 

Term insurance may be likened to a 
fire policy. If a man has a stock of 
goods, he will insure it during the time 
that it is in his possession, but will 
discontinue the insurance after the 
goods are sold. In the same way the 
man may want the protection of life 
insurance during some temporary 
period of risk. If so, he can obtain a 
policy, identical in principle with the 
fire policy, which will run for a certain 
period and then expire. The rate 
charged for such a policy is low; for if 
the insured lives beyond the term 
agreed upon, the company will have 
nothing to pay. Permanent life insur- 
ance, on the other hand, will protect 
the insured during any desired period 
of temporary danger, and at the ter- 
mination of the period he will have a 
valuable asset worth 100 cents on the 
dollar. 

Life-insurance executives and agents 
all recognize the desirability of each 
of these various forms of contracts 
under proper conditions — conditions 
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which apply solely to the requirements 
of the prospective assured. The mod- 
ern life-insurance agent, before issuing 
a policy of insurance, makes a thor- 
ough study of his client. He considers 
his present and probable future finan- 
cial outlook, as well as various other 
factors as to health and dependents 
which apply to him alone, and sells one 
of the four types of contract—or per- 
haps two or four of the types men- 
tioned—to care for the specific needs 
which will undoubtedly arise in the life- 
time or at the death of the insured. The 
time is past when a life-insurance agent 
sold one of the four forms of con- 


tract to the exclusion of the other 
three, merely because of a personal be- 
lief in the superiority of a certain form 
of insurance. 

An agent who sells indiscriminately 
to every client an ordinary life or an 
endowment or a term policy, regard- 
less of the individual requirements, 
might be likened to a grocer who 
refuses to sell any vegetable but 
spinach because he is firmly convinced 
that this vegetable is essential to 
health. Dietitians recognize that a 
properly balanced diet is the prime re- 
quisite, and just so does the capable 
life-insurance salesman endeavor to 









care adequately for his clients’ whole 
needs through a properly balanced se- 
lection of life-insurance coverage. He 
recognizes that permanent protection 
is the main essential of complete cov- 
erage, and plans his program with this 
idea as his ultimate goal. 

An analogy which might be more 
truly cited is that of an automobile 
salesman who recommends a _low- 
priced touring car to every prospective 
buyer, regardless of individual needs or 
ability to purchase. More miles per 
gallon mean a lot to some. Others dis- 
regard this advantage and consider 
only capacity and trade-in value. 








THE ANNUITY 


(Concluded from page 23) 
CHAPTER 11 


W ork 


Much has been said on the subject 
of work, and better said than the writer 
could hope to do, but I have never no- 
ticed that it did much good. 

The annuity can be sold only by hard 
work. However, the writer believes 
that you should put the emphasis on 
the other end, meaning prospecting. 

You are calling on the pick of the 
business world with the last word in a 
savings plan which requires annual de- 
posits of a considerable sum. There- 
fore, make most careful investigation 
of your prospects and save yourself dis- 
appointments and shoe leather. 

The foregoing remarks do not apply 
to the cold canvass man, as the annuity 
is made to be sold by this class of 
salesman. 


CHAPTER 12 


Competition 


The writer’s rule applies to compe- 
tition in all forms of insurance selling, 
especially as applied to the annuity. 

I will not recognize, admit or be in- 
véigled into competition. It doesn’t ex- 
ist. 

I will not criticize the other man, his 
company nor his contract for any pur- 
poses, and I have made sales by not 
doing so. 

I am sold on my company, on my con- 
tracts, on my ability, and if I cannot 
make a sale on this basis, it is just too 
bad. 

Some of you will say that is all right 
to put down in black and white, but it 
won’t work. It will work, and I will 
prove it to you. 

The world’s greatest product, the 
Ford car, has from the first been ridi- 
culed, made jokes of, and been knocked 
until, partly because of the free adver- 
tising given it, it is the greatest busi- 
ness in the world today. 
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Criticism and knocking the other fel- 
low act as a boomerang that will put 
the best of us out of the race. 

The only competition I have is my- 
self. That’s a real battle. 


Conclusion 


One last thought, and that is the 
brightness of the annuity picture, the 
thought of things desired, realized, of 
things yearned for, accomplished. Of 
comfortable old age earned by yourself, 
with no fear of want. 

Of clients to whom you did not once 
hold up the grave for their inspection. 
Your message is one of good and soon 
you will be happier than you ever ex- 
pected to be, for you will see the hap- 
piness around you that you helped cre- 
ate. 


Half Million Dollar Club 


BALTIMORE, June 16.—Nine members 
of the general agency of Apple & Bond, 
will attend the Travelers convention at 
Swampscott, June 22, 23, 24, 25 and 
26, as members of the “Half Million 
Dollar Club.” Those who have quali- 
fied and will make the trip are: 
Jerome Apple, M. Nelson Bond, Ber- 
nard B. Gough, Joseph Meyer, David 
Schugan, Sidney P. Spear, J. Fred 
Shaffer, Daniel Klotzman and Samuel 
Katz. Mr. Apple said that the Apple 
and Bond agency will have more mem- 
bers of the Half Million Dollar 
Club at the convention than any other 
Travelers agency in the United States. 
The agency for the months of April 
and May has produced more than a 
million dollars paid for business for 
each of these months. 


The executive committee of the Ala- 
bama Educational Association in meet- 
ing the past week authorized Frank L. 
Grove, secretary, of Mobile, Ala., to 
ask for bids on a group insurance 
policy for the 11,000 members of the as- 
sociation. The association in conven- 
tion recently voted to take out group 
insurance, 





Mastery vs. Parrotry 


The difference between the man who 
uses the organized sales talk in the 
interview, and the man who does not, 
is this:—In the one case, where he uses 
the organized sales talk, the talk that 
is made to the prospect is made by an 
expert who has formulated a sales talk 
after mature, expert, deliberation; 
whereas the talk that is made, if not 
organized, is that of an amateur, that 
is impromptu, so that you have the 
impromptu work of an amateur in con- 
trast to the mature registry of an 
expert. 

I realize that a great many men be- 
lieve the use of an organized sales talk 
destroys a man’s individuality. But 
there is nothing in the world that can 
destroy the individuality of a man if 
it adds to his power—and there is noth- 
ing that will so greatly add to the 
power of a man as something which 
enhances his capacity to transmit the 
pictures that are in his mind, and the 
ideas that animate. And these organ- 
ized sales talks are a bundle of verbal 
TNa. 

In other words, you can get up and 
say something that you don’t have to 
worry about; and you can say it with 
more force, power, emphasis, and 
charm, if you put all of the mentality 
that is yours into the delivery of that 
which you have to say. But if you 
have to divide your attention between 
the manner in which you say it, and 
wondering what you are going to say 
and what words you are going to clothe 
it in, you are powerless. If a great 
speaker won’t face a crowd unprepared 
and unorganized, why should not the 
man who depends for his livelihood on 
inducing men to buy life insurance 
organize what he has to say?—Hugh 
D. Hart in the Penn Mutual News 


Letter. 


M. L. Jenks, vice-president of the 
American Surety Company, has been 
elected a managing director of the New 
York Board of Trade. 
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HE problem of assuring an education for Bill Jones’ children 

is the subject of this forum today. We are assuming that we 
have the same picture of Bill Jones as heretofore except that his 
salary has been increased to $5,000 yearly (an income of $3,500 
hardly permits of complete life insurance program. We have also 
assumed that he has purchased his clean-up, mortgage cancellation 
and minimum income items leaving for solicitation educational 
policies for his children, Bill, Jr., aged two, and Mary, age 5. 

The following interview with Bill Jones was prepared by several 
experts of the Pan-American Life Insurance Company, New Orleans, 
La. B.B. Macfarlane, agency supervisor, and the following under- 
writers of his organization conferred on the problem: F. §S. Fiasco- 


naro, Peter Hoffarth, Jr., John T. 
One of their number is already being 


Schindler and F. J. Selman. 


Leonhard, T. L. McKnight, F. H. 


received by Bill at the latter’s office and this is how he states his 


proposition: 


Mr. Jones, I have come to talk to 
you about your little son Bill, Jr. I 
feel sure you have given considerable 
thought to his future—as to his educa- 
tion anyway. You were a graduate of 
Washington & Lee, were you not, Mr. 
Jones? 

Several noted educational authorities 
have stated that the college trained 
man is worth at least one thousand 
dollars a year more than the man who 
is not so trained, and as a business 
man’s life is estimated for a period of 
thirty years, this training will be 
worth thirty thousand dollars more, but 
this is nothing compared to the in- 
creased understanding he receives in 
life and the associations that he makes 
while in college. Many times these as- 
sociations are worth millions to him in 
after life. 

Mr. Jones, it is my province to be 
able to show you a plan whereby no 
matter what happens to you that Bill 
will have the necessary funds to go to 
college for his completed education. Of 
course, I agree with you that this plan 
does cost something, but the satisfac- 
tion that it will give you is surely worth 
the three or four dollars per week that 
it will require to set up an absolute 
guarantee that when Bill reaches 
eighteen years of age he will have 
money with which to start college. Of 
course, you would want him to go to 
Washington & Lee. 

In order to send Bill to college you 
are going to need, roughly speaking, 
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around five thousand dollars for the 
four years, and this is a pretty close 
figure at that. 

We have a plan that provides that 
when Bill reaches eighteen years of 
age, we will make him a payment of 
one hundred dollars a month starting 
with the September term of college and 
running on through to the month of 
June, making a total of nine payments 
of one hundred dollars each for the 
nine college months, and at the begin- 
ning of the semester, that is Septem- 
ber, we will pay him an additional one 
hundred dollars and likewise in March 
will pay him a further additional pay- 
ment of one hundred dollars; and this 
will continue to Bill, Jr., for a period of 
four years after reaching his eigh- 
teenth birthday. 

Even though you should die before 
Bill reaches eighteen, this contract will 
go on just the same as if you were 
here and paid the deposits of about 
$3.50 each week, and if for any reason 
disability stalked in your way, and 
made it impossible for you to continue 
to make the deposits on this payment, 
Bill’s college funds to Washington & 
Lee University would still be guaran- 
teed. 

Suppose you let our examiner step 
into your office at 9.30 tomorrow morn- 
ing and let’s see if you can get this 
wonderful plan for Bill. You don’t 
know where you are to find this money 
for Bill—well let’s see. Let’s go over 
a mental picture very rapidly for you. 


Bill has reached his seventeenth 
birthday. He is full of pep—he is just 
dying to go to Washington & Lee. You 
and Mrs. Jones are seated in the living- 
room talking over your plans to send 
Bill to Washington & Lee, but for some 
reason, business reverses, or something, 
your plans are not likely to mature. In 
rushes Bill and tells you that his best 
friend, a playmate for years, had just 
been told by his father that he is going 
to Washington & Lee, and he says, 
“Dad, I’d love to go with Jim, may I?” 

All right let the examiner come to- 
morrow morning at 9.30. 





City Department Employees 
Are Insured 





Retirement Program for Erie, 
Pa., Contains Many Un- 
usual Features 


The Commissioners of Water Works 
in the city of Erie, Pa., have adopted a 
cooperative, insured retirement pro- 
gram which enables every waterworks 
employee entering the plan to retire 
normally at age 65 with a pension 
amounting to one per cent of average 
salary throughout service. Practically 
all the 126 employees have entered the 
plan, which is being administered by 
the Metropolitan Life Insurance Com- 
pany. ) 

One of the important provisions is 
the retroactive feature, which recog- 
nizes past service, and makes the entire 
employment the basis of the pension 
benefits. For that part of the pension 
based on employment after June 1, the 
employees and the Commissioners will 
share the cost, but for the part based 
on service before that date, the Com- 
missioners will defray the entire cost. 

Among the interesting features of the 
retirement contract, is the “widow’s 
clause,” which permits any par- 
ticipating employee to safe-guard his 
wife’s future by choosing, at least five 
years before the normal retirement 
date, to accept a reduced pension, which 
will be continued, after his death, to his 
widow. 
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6 E hold these truths to be self-evident, that all men are 
created equal, that they are endowed by their creator 
with certain unalienable Rights, that among them are 

Life, Liberty, and the Pursuit of Happiness. That to secure 
these rights governments are instituted among men, deriving 
their just powers from the consent of the governed...” These 
are the opening phrases of the Declaration of Independence 
which was signed by that great patriot, Benjamin Franklin, and 
fifty-five others. 


An old man, with universal acclaim for his great achieve- 
ments as a statesman and scientist, Franklin played a prominent 
part in another momentous event also, the signing of the Consti- 
tution of the United States in 1787. 


The first to perpetuate the name of Franklin, the Franklin 
Fire Insurance Company, has stood in the forefront of the fire 
insurance world for more than a century. 


The FRANKLIN FIRE INSURANCE CO. 
OF PHILADELPHIA 


ORGANIZED 1829 ‘SS WILFRED KURTH. Pres 
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FIRE AND MARINE INSURANCE 





Big Fees Demanded by 
Missouri Counsel 





Extra Allowance Would 
Come from Surplus Re- 
funds of Companies 





Companies Protest 





Claim Policyholders Should Not 
Be Taxed for Department’s 
Extravagance 


St. Louis, Mo., June 16—The appli- 
cation of former Attorney Genera! 
John T. Barker and Floyd E. Jacobs, 
both of Kansas City, Mo., for addition- 
al fees for their legal work as special 
counsel for the Missouri Insurance De- 
partment in the eight-year successful 
fight for a reduction of fire, hail, wind 
storm and lightning insurance rates in 
Missouri has been opposed in the 
Missouri Supreme Court by the fire in- 
surance companies concerned in that 
litigation. 

As amicus curie—Latin for a friend 
of the court—the companies through the 
law firm of Morrison, Nugent, Wylder 
and Berger of Kansas City, Mo., have 
filed a number of suggestions directed 
against the petition filed with the 
Supreme Court June 4 by Barker and 
Jacobs that they be allowed additional 
compensation in the rate case. Barker 
has been paid $30,000 and Jacobs 
$28,500 to date in addition to traveling 
expenses. They did not state how much 
more they want but cited fees in other 
cases ranging up to $500,000. 

While the Kansas City law firm did 
not reveal the parties it represents it 
is understood that the insurance com- 
panies are behind the opposition to 
additional fees for Jacobs and Barker, 
since the allowance they seek would be 
paid from surplus refunds under the 
10 per cent reduction ruling after all 
of the policyholders that can be found 
are paid their refunds. The special 
counsel for the Missouri department 
has estimated that after they have paid 
off all they can find with proven claims 
for refunds the companies will still 
have about $3,000,000 in refunds. It is 
from this sum they seek to be paid. 

The suggestions hold that the 
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SPEAKS AT CHICAGO 





Charles R. Street 


Missouri Supreme Court no longer 
has jurisdiction in the rate case and 
also that Barker and Jacobs did not 
represent the policyholders but the 
Missouri Insurance Department for 
the State and that the State being sol- 
vent should pay them, as its legislature 
is available to make appropriations for 
any just obligations created by the 
superintendent of insurance by its per- 
mission. 

The suggestors also take the petition 
that the services for which Barker and 
Jacobs are seeking the additional com- 
pensation were rendered presumably 
while they were seeking to establish the 
validity of a rate reduction of 15 per 
cent which they failed to establish and 
which was withdrawn and nullified and 
respecting which no fund was ever 
created. 

The Supreme Court having lost all 
jurisdiction over the case at the end of 
the April term, 1926, having then or- 
dered recovery of ordinary costs with- 
out attorney’s fees, has no power now 
to alter that situation, it is held. The 
suggestions set forth also that the State 
superintendent of insurance has no 
right at the expense of the policy- 
holders to employ special counsel when 
there is an Attorney General of the 
State, on salary, who could represent 
him as well and without expense to the 
policyholders. 


Insurance Leaders 
Flock to Chicago 





Before Acquisition Cost 
Committee of Insurance 
Commissioners 





Many Opinions Presented 





Called One of Most Important 
Insurance Events That Has 
Occurred in Many Years 


The hearings held last week in Chi- 
cago before the acquisition cost com- 
mittee of the National Convention of 
Insurance Commissioners were crowded 
into three days, but the work of prepa- 
ration for the hearings on the part of 
the men who came to represent the 
companies and the agents and brokers 
had extended over months. The feeling 
openly expressed by many of those at- 
tending the hearings was that it was 
one of the most important insurance 
events of many years. 

As noted in THE SPECTATOR last week, 
while the first hearing was not begun 
until Wednesday morning, the entire 
preceding day had been devoted to a 
large meeting of the members of the 
National Association of Insurance 
Agents and there were other confer- 
ences going on in various parts of the 
Edgewater Beach Hotel ahead of the 
opening session. 

C. D. Livingston, insurance commis- 
sioner of Michigan, and chairman of 
the acquisition cost committee, called 
the meeting to order. With him sat 
Howard P. Dunham, commissioner for 
Connecticut, and president of the Na- 
tional Convention, and members of the 
committee. J. J. Magrath, department 
secretary of the New York department, 
presented a memorandum giving a sum- 
mary of conditions prevailing in the 
insurance business with regard to ac- 
quisition cost, dealing first with the 
casualty and surety business. He pre- 
sented figures showing the total pro- 
duction costs by lines of business for 
the calendar years 1923 to 1929, inclu- 
sive. He said that it would be noted 
that accident, health and fidelity busi- 
ness have shown a gradual improve- 
ment over the period in question. Au- 

(Concluded on page 31) 
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W.U. A. Head Before 
Cost Committee 





C. R. Street Gives Associa- 
tion’s Attitude to Com- 
missioners at Chicago 





No Brief for Present Scale 





Heavier Burden of Acquisition 
Cost Might Demand Increased 
Rates by Companies 


C. R. Street, president of the West- 
ern Underwriters Association and vice- 
president of the Great American Insur- 
ance Company, spoke before the acquis- 
ition cost committee of the National 
Convention of Insurance Commission- 
ers at the hearing last Thursday at 
Chicago. His address, in part, follows: 

The Western Underwriters Associa- 
tion was organized to promote cor- 
rect underwriting practices and stabil- 
ization of the business. This includes 
among other items the stabilization of 
commissions, it being the candid belief 
of its members that such stabilization 
is in the public interest and is more 
important than the basis on which such 
stabilization might be made. It holds 
no special brief for the present scale 
which has developed from ancient prac- 
tices where a modest policy fee consti- 
tuted the sole remuneration of the 
agent down to the present basis, which 
is the outgrowth of the best judgment 
of the men responsible for the busi- 
ness of insurance as a whole. With 
constant rate reductions inevitably 
brought about by superior construction, 
superior protection, our own fire pre- 
vention work and increased as well as 
increasing competition, it is at least 
a question as to whether the business 
could carry a heavier burden of com- 
mission cost without some additional 
compensation for the companies in the 
way of increased rates. 

The public interest in our business 
is recognized as well as our duty to the 
public. We believe that the proper 
function of our companies is to fur- 
nish sound indemnity to the legitimate 
business of a community at an ade- 
quate rate, but understand fully that 
aside from all questions of state regu- 
lation, we must, as a business proposi- 
tion, conduct our affairs with such 
economy as is consistent with proper 
service and competitive conditions and 
at such fair measure of profit as will 
assure the public the real protection 
furnished only by that complete sol- 
vency resulting from moderately prof- 
itable operations. 

There are no secrets in regard to our 
business operations. Its details are 
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St. Louis, June 18.—A_ special 
tribunal of three Federal judges at 
Kansas City late yesterday took un- 
der advisement motion of council for 
one hundred and fifty-seven stock fire 
insurance company for a permanent 
interlocutory injunction against State 
Superintendent of Insurance Joseph B. 
Thompson and Attorney General Strat- 
ton Sharpel of Missouri to prevent 
their interference with an increase of 
16%% per cent in fire, windstorm, hail 
and lightning insurance rates put into 
effect by the companies on June 1. 
At the opening of the hearing, council 
for the insurance department asked 
dismissal of the companies’ application 
on the grounds that there was no basis 
for action. An unsuccessful attempt 
also was made to have Thompson tes- 
tify concerning the inadequacy of time 
for his investigation into the proposed 
rates before the companies sought to 
put them into effect, but the Court 
sustained an objection by council for 
the companies on that point. 

Robert J. Felonie, chief council for 
the companies, told the Court they had 
the alternative of conforming to the 
rates fixed by the department, and do- 
ing business at a loss, or define the 
authority of the Insurance Department. 
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easily obtainable through statistics 
published and widely circulated, and 
the costs that enter into the service we 
render are not in any way concealed. 

Commissions constitute practically 
one-half our total expense. The item 
has been under organization practices 
fairly well controlled and its standard- 
ization certainly tends to relieve the 
business of a factor of marked uncer- 
tainty. Losses will necessarily vary 
from time to time with business, cli- 
matic and other conditions and can 
only be dealt with on the basis of broad 
general averages during a considerable 
period of years. 

Our business is subject to the same 
economic laws that govern any other, 
and if our costs are too high, the in- 
suring public seeks other means of 
indemnity or excessive competition is 
promoted, competition which under 
such circumstances, is at times unfair 
or even unscrupulous and which is not 
in the end to the public benefit. 

In the final analysis the public which 
pays the premium must provide an in- 
come sufficient to cover losses properly 
adjusted, commission and management 
expenses controlled as far as is human- 
ly possible, and a small item of profit 
to insure continued solvency. 


Michigan Auto Rates 
Cause Confusion 





Home Carriers Nonplussed 
as How Best to Meet 
the Situation 





Investigation Under Way 





State Has No Control of Auto 
Rates Incorporated in 
the Law 


LANSING, MICH., June 16.—The drive 
being staged in Michigan territory by 
most of the companies affiliated with 
the National Automobile Underwriters’ 
Association was forging full steam 
ahead this week with no perceptible 
interference from official sources despite 
the fact that an investigation of an 
at that time concerted rate reduction 
was launched about a fortnight ago at 
the order of Governor Fred W. Green. 

Since the probe was instigated the 
complexion of the situation has been 
vitally changed by the withdrawal of 
the N.A.U.A. western committee’s bul- 
letin notifying the agents of all 
affiliated carriers of a 50 per cent re- 
duction from manual rates on collision 
and 25 per cent on fire and theft. The 
manual rates, as of May 19, however, 
have been designated as purely advisory 
for Michigan so that most of the 
affliated carriers are continuing to 
write on the cut-rate basis. The action, 
however, is purely on an _ individual 
basis so that the State authorities have 
no ground left for complaint that there 
exist collusion and an illicity conspiracy 
to throttle the Michigan carriers. The 
State has no control of auto rates in- 
corporated in the law and it is pointed 
out that the Michigan carriers which 
have been complaining of the outsiders’ 
rate slashes of recent date have always 
been rate-cutters and built their busi- 
ness on that basis. 

With the bars down to most of the 
affiliated companies, however, much 
business has been passing into their 
hands, it is generally admitted, despite 
frantic efforts of some of the Michigan 
“at cost” fraternity and a few of the 
non-affiliateds to outdo even the ‘‘con- 
ference” rate concession. The home 
carriers, whose business is exclusively 
confined to this State are obviously 
nonplussed as to how to meet the con- 
dition now that it appears their efforts 
to pull political wires in their behalf 
have proved fruitless. Some are said 
to be meeting the rate competition while 
others are “sitting tight” in the vain 
hope that the big companies will with- 
draw their fire or that State officials 
will find a way to force rate levels up. 
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Frank B. Martin U. S. Head 
of Yorkshire Group 





Succeeds the Late Ernest B. Boyd 
in Command; Stewart Davey 
Is Assistant Manager 


Frank B. Martin has been chosen to 
succeed the late Ernest B. Boyd as 
manager in the United States for the 
Yorkshire Insurance Co., Ltd., and the 
London & Provincial Marine & General. 
The announcement of the appointment 
of Mr. Martin by. the directors of the 
above companies comes through Frank 
& Dubois, United States managers for 
the Yorkshire interests. 

Mr. Martin, who has been assistant 
manager since 1918, came with the 
Yorkshire in 1912 as office manager 
and executive special agent. He also 
holds the offices of president of the 
Seaboard Fire & Marine of New York, 
vice-president of the Yorkshire In- 
demnity and vice-presdent of the Sea- 
board Surety of New York. Mr. Mar- 
tin is a member of the firm of Frank 
& Dubois. 

Announcement is also made of the 
appointment of Stewart H. Davey as 
assistant manager of the above com- 
panies. Mr. Davey has formerly been 
agency superintendent of the Yorkshire 
and the London & Provincial and is 
vice-president of the Seaboard Fire & 
Marine and the Yorkshire Indemnity. 


Death of Percy Chubb 


Percy Chubb, head of Chubb & Son, 
marine underwriters, and a pioneer in 
American marine insurance, died on 
Saturday last on a train near Drum- 
mondsden, Canada. Mr. Chubb was 
seventy-two years of age. 

With his father he founded Chubb 
& Son in 1883 and built that famous 
office up to a preeminent position in 
the field of marine underwriting. He 
also founded the Federal Insurance 
Company of which he was chairman of 
the board at the time of his death. Mr. 
Chubb has kept in touch with his busi- 
ness interests in late years but had not 
been as active. in them as was once 
his custom. Mr. Chubb was a notable 
sportsman. 


Iowa Hail Losses Heavy 


Des Mornes, Iowa, June 17.—Hail, 
lightning and tornado insurance poli- 
cies have all been involved in insurance 
adjustments in recent weeks. The 
most disastrous storms of the season 
occurred the past week in north- 
western Iowa. Hail, wind and floods 
exacted heavy crop losses in a number 
of countries. These added to previous 
disaster give the season a rather ex- 
pensive introduction to insurance com- 
panies. 
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New Jersey News and Comment 


ITH a view to increasing the 
V\ efficiency of the volunteer fire 
company of Washington Park, Moon- 
achie, N. J., Fire Chief Edward Schar- 
fenberg has inaugurated a system of 
periodical drills that are held simul- 
taneously with the regular monthly 
meetings. Recent exhibitions of this 
innovation have shown very satisfac- 
tory results and give encouragement 
to the movement, already started, for 
the building of a new fire house. 


* * * 


Realizing the fire hazard which ex- 
ists in the building which is designated 
as the Dumont Borough Hall, one of 
the engine companies has presented a 
report to the Fire Officers of Dumont, 
N. J., stating that that organization 
has started action to either condemn the 
building or to ask permission to be re- 
lieved from all responsibility in case 
of fire on these premises. The Board 
was requested to make some movement 
for the protection of citizens who at- 


tend council and other meetings. The 
report pointed out that there were no 
fire extinguishers or fire escapes. 


* * * 


Upon recommendation of Trustee 
Jalo W. Lehti, chairman of the finance 
committee, the Lyndhurst, N. J., Board 
of Education has decided to increase 
the amount of insurance carried on the 
several township schools. The addi- 
tional coverages on the six school prop- 
erties aggregate $384,000 and will be 
handled by local agents, all on the 
basis of the eighty per cent co-insur- 
ance clause rate. 


* * * 


Census returns for New Jersey cities 
show large growth for a majority of 
the smaller ones and little or no in- 
crease for the large municipalities. The 
slowing up of population growth in the 
large city and the quickening of de- 
velopment in the suburb is nowhere 
more noticeable than in New Jersey. 
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Insurance Leaders Flock to Chicago 
Acquisition Cost Hearing 


(Concluded from page 27) 


tomobile liability, liability other than 
auto, workmen’s compensation, surety, 
plate glass, burglary, steam boiler, 
automobile property damage, and sprin- 
kler coverages show a gradual improve- 
ment up to 1926, from which point ac- 
quisition costs have mounted. Engine 
and machinery insurance, automobile 
collision, other property damage and 
collision, and miscellaneous coverages 
reached a low ebb in acquisition costs 
during 1925, from which year they have 
steadily mounted. Between the years 
1928 and 1929 the following lines of 
business showed an increase in the total 
production cost: automobile liability, 
liability other than auto, workmen’s 
compensation, surety, plate glass, bur- 
glary, steam boiler, engine and machin- 
ery, automobile property damage, auto- 
mobile collision, other property dam- 
age and collision, credit, sprinkler and 
miscellaneous lines. In other words, 
fourteen out of seventeen lines enu- 
merated showed an increase in acquisi- 
tion cost. This is in spite of the fact 
that the premium volume written by 
the companies involved increased from 
$587,582,331 in 1928 to a total of $623,- 
287,736 in 1929, or an increase of ap- 
proximately $36,000,000 in one year. 

Mr. Magrath asserted that the total 
production cost exceeds the maximum 
ratios allowed by the rules of the Con- 
ference on Acquisition and Field Su- 
pervision Cost for casualty insurance 
and fidelity and surety business on lia- 
bility other than auto, workmen’s com- 
pensation, surety, plate glass, burglary, 
steam boiler, engine and machinery, 
automobile property damage and auto- 
mobile collision. Much of the increase, 
he said, was undoubtedly due to inten- 
sive competitive conditions and that the 
fault, perhaps, lies in the anxiety of 
new companies to acquire business and 
in the desire of the older companies to 
protect their business and at the same 
time to increase their volume. His con- 
clusion was that the production field is 
overmanned and, in a great many cases, 
overpaid. 

Taking up fire insurance, he said that 
what he had said about the unsatisfac- 
tory condition with regard to acquisi- 
tion costs of casualty and surety com- 
panies could be said with equal or 
greater force with regard to fire in- 
surance and allied lines. He said that 
the payment of an excessive rate of 
commission to incompetent and unqual- 
ified agents and brokers who have not 
the facilities or the ability for perform- 
ing the essential services of the busi- 
hess is the great problem of acquisition 
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cost. It necessitates the performance 
by company home offices, branch offices 
and qualified agents through whom the 
business is placed, of services which 
should properly be performed by the 
producer. This increases the expense 
burden of the companies and general 
agents besides reducing the volume of 
business available to the qualified 
agent. The increase of commission 
scales in excepted cities, he said, has 
not resulted in increased benefit to the 
recipients. They have merely found 
that it has stimulated an increase in 
the number of competing agents. It 
has increased the number of brokers 
and it has developed a large number 
of non-policy writing agents. The 
development of branch offices pay- 
ing brokerage commissions, but not 
limited in the top cost of their opera- 
tion, has been a source of embarrass- 
ment to general agents who cannot 
afford to render the services that a 
branch office does, out of the overriding 
commission allowed them. At the same 
time, the branch offices competing with 
the general agents have reduced the 
general agents’ volume. 

In closing, Mr. Magrath said that he 
believed all three hearings should ir- 
volve some questions of those testify- 
ing with regard to their opinion on the 
following questions: . 

The competitive situation between 
branch offices and general agents. 

Their attitude in regard to non-pol- 
icy writing agents. 

Their attitude with regard to part 
time agents. 

Their justification for graded scales 
of commission for the various classes 
of business. 

Their opinions with regard to the jus- 
tification for excepted cities. 

The feasibility of establishing rea- 
sonable acquisition cost rules accept- 
able to all companies and fair to all 
agents and producers. 

Chairman Livingston announced that 
during the hearing no questions would 
be allowed from the floor except that 
anyone who wished to ask a question 
might write it out and hand it to the 
committee which would present it. 

James A. Beha, former insurance 
commissioner of New York and now 
general manager of the National Bu- 
reau of Casualty and Underwriters, 
was the first called to address the com- 
missioners. He represented not only 
the National Bureau but also the Con- 
ferences on Acquisition and Field Su- 
pervision for both casualty and fidelity 
and surety lines. Mr. Beha traced the 








James A. Beha 


history of the rules promulgated by 
the casualty acquisition cost confer- 
ence which became effective in 1923 
and said that by 1925 all the companies 
doing business in New York State had 
pledged themselves to abide by the 
rules. He asserted that the adoption 
of the rules had resulted in much good. 
He quoted figures from THE SPECTA- 
TOR’s Handy Chart. He believed the 
commissioners should make all the 
companies subscribe to these rules. Mr. 
Livingston asked him if he believed 
the companies are satisfied that the 
commissions paid to agents are reason- 
able and Mr. Beha said he thought they 
were. 

The next speaker was E. M. Allen, 
chairman of the Surety and Fidelity 
Acquisition Cost Committee. He said 
he thought the companies could work 
out the problem of costs and that they 
believed the rules could be made effec- 
tive. He said the companies wished 
the suggestions, cooperation and help 
of the commissioners. 

Charles R. Miller, president of the 
Fidelity & Deposit Company of Mary- 
land, believed the rules had been a fail- 
ure and had, in fact, increased acqui- 
sition costs. He recommended a zoning 
plan with commissions fixed for certain 
cities with all companies doing busi- 
ness in the cities forced to pay the 
same percentage of commissions. R. R. 
Brown, president of the American 
Surety Co., New York, said a top cost 
limitation rule was feasible. His re- 
marks, in part, appear elsewhere in 
THE SPECTATOR. 

Others called upon to express their 
opinions were Jesse Phillips, president, 
Great American Indemnity Co.; Wil- 
liam L. Mooney, vice-president, Aetna 
Casualty Co.; E. A. St. John, president, 
National Surety Co.; Mike Moss, vice- 
president, Union Indemnity Co.; H. A. 
Giddings, vice-president, Travelers In- 
surance Co., and Allen J. Ferres, vice- 
president, Fidelity & Casualty Co. 

(Concluded on page 33) 





Neal Bassett on Legislative and 
_ Bureaucratic Control 


Says Insurance Was Not 


Devised for Maintaining 


Insurance Departments; Operation of Companies 
Not a Departmental Function, He Says 


Neal Bassett, president of the Fire- 
men’s Insurance Company of Newark 
and of the other companies making up 
the group, delivered one of the most im- 
portant addresses before the acquisi- 
tion cost committee of the National 
Convention of Insurance Commissioners 
at the hearing held last Thursday in 
Chicago. His paper, in part, follows: 

It is fundamental that insurance was 
not devised for the purpose of paying 
wages to the employees of insurance 
companies either serving on a fixed 
wage basis (officers and other employ- 
ees), or upon the basis of commission 
(wage) for piecework. It is equally 
fundamental that insurance was not de- 
vised for the purpose of maintaining 
insurance departments. 

It is fundamental that insurance was 
devised for the purpose of spreading 
the losses of the comparatively few 
over the resources of the many. In 
numbers those who suffer financial loss 
because of the hazards to property are 
numerically many, but percentagewise 
they are few. It is fundamental that 
insurance is a necessity of modern life, 
and being a necessity, its name may be 
changed and the method of transacting 
it may be changed, but in some guise 
the practice will remain. To repeat, the 
one essential thing is to spread the 
losses of the few over the pocket-books 
of the many. 

To those who have adequately studied 
the subject it must be clear that it is 
better for the body politic that insur- 
ance be furnished through each insured 
paying to an insurance company for 
distribution his fair proportion of the 
burden (premium) in advance of the 
loss, and thus creating a self-directing 
and self-supporting population, rather 
than through the communistic or social- 
istic theory of State insurance. 

It must seem equally clear that it is 
better to spread the burden over the 
entire nation, through the medium of 
stock insurance, rather than through 
the medium of mutuals dealing in lim- 
ited classes and/or limited territories, 
with the resulting fact that when catas- 
trophic losses occur either the insured is 
reimbursed at the heavy sacrifices of a 
limited number of individuals in a lim- 
ited territory (if they can indeed meet 
the burden), or is not reimbursed be- 
cause of wilful failure or financial in- 
ability to meet the obligation. 


Fire Insurance 


If insurance protection is to be con- 
tinued through the medium of stock 
corporations (and in the long run it 
must be), there are but two main fac- 
tors really necessary, first the insured 
who desires protection, and next to the 
stockholder who, inspired with the hope 
of a reasonable profit, is willing to risk 
his money in furnishing that protec- 
tion. 

There are at least three prime rea- 
sons or points why control of acquisi- 
tion cost (wage) should and must be 
left for determination to the wage 
payer and the wage earner, and should 
not and must not be placed under lez- 
islative or bureaucratic control. 

First—Point One. The fundamental 
immorality of legislative or bureau- 
cratic control of wage. 

Second—Point Two. The unconstitu- 
tionality of legislative or bureaucratic 
control of wage. 

Third—Point Three. The inability of 
insurance under legislative or bureau- 
cratic wage control to function fairly 
for the benefit of the public and the 
stockholder. 

As to point one, it seems clear that 
the moral right of two persons to bar- 
gain for service sold by one and bought 
by the other is indisputable; it is like 
“gilding the lily” to attempt to elabo- 
rate. It is fundamentally immoral to 
deny to the wage earner his inalienable 
right to bargain for the amount he will 
accept for service of brain or brawn, 
and it is fundamentally immoral to 
deny to the wage payer his inalienable 
right to bargain for the amount he will 
pay for service of brain or brawn. In 
other words, it denies the right of self- 
determination in a matter that does not 
infringe the rights of others. 

The unconstitutionality of legislative 
or bureaucratic control of wage is clear 
when one considers that the Constitu- 
tion of the nation grants to each citizen 
the right to sell his services or to buy 
the services of his fellow citizen for 
any lawful purpose, for such wage is 
mutually determined. 

Granting that there are certain lines 
of business endeavor sufficiently im- 
pressed with the public interest to 
seemingly make proper a price limita- 
tion, yet in no such case, even the out- 
standing ones of railroads, traction 
lines, telephones, telegraphs, water 
works, gas works, and so on, has the 


State ever said what the wage of the 
employee shall be. ° 

The inability of insurance under leg. 
islative or bureaucratic wage contro] 
to function fairly for the benefit of 
either the public, which insures iis 
property for protection, or for the ben- 
efit of the stockholder (the individual), 
who risks his money for profit, and only 
for profit, is certainly clear. 

Granting, for the sake of argument 
only, that insurance is one of the lines 
of human endeavor sufficiently im- 
pressed with the public interest to make 
it proper to legislatively limit its price, 
it is none the less a business that what- 
ever the public interest may be, cannot 
be turned into a monopoly and thereby 
milk the public, unless the public by 
legislative enactment or bureaucratic 
control makes such course possible, 
Wage determination through legislative 
enactment or bureaucratic control 
makes monopoly certain. 

The cause of the conception and birth 
of insurance companies is desire, legit- 
imate desire to make unemployed or 
(in the minds of the owners) inade- 
quately employed dollars earn adequate 
results. 

It is patent that when either insur- 
ance executives or insurance agents 
appeal to legislatures for wage fixing 
they do so for purely selfish purposes. 
These purposes may exist because the 
executives or agents are incompetent 
through lack of ability or industry to 
properly care for their own interests 
and the interests intrusted to them by 
their stockholders, and therefore can- 
not successfully meet competition; or 
because while having brains or indus- 
try, or both, but lacking moral outlook, 
they feel that being themselves ‘al- 
ready entrenched, anything that will 
prevent further competition, and per- 
haps stifle present competition, is to 
their own selfish advantage. 

The prime functions of an insurance 
department are to see that laws are 
obeyed and solvency is maintained. The 
operation of insurance companies is not 
among their functions, yet if they are 
given power over rates and power over 
wage, then they in fact become the 
real operating heads of all insurance 
organizations. Their own duties are 
important and plain and they are com- 
petent to perform them. They are not 
competent to manage insurance com- 
panies, and in reason they could not be. 

If acquisition cost (largely commis- 
sions) can be fixed by legislative en- 
actment or bureaucratic fiat, then so 
can all other wages or salaries; and 
so can the cost of supplies; and so can 
the prices of the advertisements placed 
in trade or secular journals; and so can 
assessments by trade organizations 
(and their expenditures), including the 

(Concluded on page 83) 
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Edward Milligan Tells 
Views of E.U.A. 


His Letter to Acquisition 
Cost Committee Read at 
Chicago Hearing 








Endorses Commission Scales 





Stresses What Companies Have 
Done to Keep Down the 
Burning Ratio 


A letter to C. D. Livingston, insur- 
ance commissioner of Michigan and 
chairman of the acquisition cost com- 
mittee of the National Convention of 
Insurance Commissioners, was read at 
the hearing on Thursday in Chicago. 
The letter, in part, follows: 

For the companies members of the 
Eastern Underwriters Association who 
are also identified with the other re- 
gional organizations, we desire under 
existing conditions to endorse the rates 
of compensation permitted under the 
rules of all of these regional bodies. 
While the rates of commission now ap- 
proved in the territory where the com- 
panies are permitted to legislate on the 
subject may not represent an ideal ar- 
rangement, they are the logical out- 
growth of conditions with which you 
are familiar. 

For reasons which will be manifest, 
we believe that the best interests of the 
public, of the companies, and of their 
agents would be promoted by move 
uniform methods. of compensation. 
Owing, however, to the refusal of com- 
panies writing approximately 20 per 
cent of the business as a whole, to co- 
operate in maintaining uniform meth- 
ods, it has been found impossible to do 
many of the things which, if accom- 
plished, would serve to promote a bet- 
ter general understanding and which in 
the end would further stabilize and pro- 
tect the interests of agents and the 
public. 

The companies that are members of 
all of the organizations herein referred 
to have intimate business relations with 
from 80 to 85 per cent of all the agents 
and brokers in the United States. De- 
riving, as they do, almost all of their 
premium income from these agenis 
and brokers, they are deeply interested 
in their welfare, and it is but natural, 
therefore, that they should wish to see 
these producers adequately compen- 
sated. 

In this connection it must be borne 
in mind that the producers have done 
and are doing a great deal of work 
in helping to keep down the burning 
ratio, and for that service they are en- 
titled to practical recognition. 
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Insurance Men Flock to Chicago 


Acquisition Cost Hearing 
(Concluded from page 31) 


The second day of the conference 
was devoted to the fire companies and 
statements were presented to the com- 
missioners by three of the outstanding 
fire insurance men of the country, Neal 
Bassett, president of the Firemen’s and 
the other companies of that group, 
Charles R. Street, president of the 
Western Underwriters Association and 
vice-president of the Great American 
Insurance Company, and Edward Mil- 
ligan, president of the Eastern Under- 
writers Association and president of 
the Phoenix, Hartford. Mr. Bassett 
and Mr. Street, read their addresses 
but Mr. Milligan, who was not present, 
presented his views in a letter ad- 
dressed to Mr. Livingston, the chair- 
man of the acquisition cost committee. 
Extracts from these three speeches ap- 
pear in another part of this issue of 
THE SPECTATOR. 

Thirty-one States were represented 
it was shown by the roll call and the 
report of the blanks committee sub- 
mitted by its chairman, Walter A. 
Robinson, actuary of the Ohio Insur- 
ance department, was adopted. J. G. 
Leigh, Little Rock, Ark., former presi- 


dent of the American Association of, 


Insurance General Agents, spoke on 
the question of the function of a gen- 
eral agent. He said that his associa- 
tion held that the general agent should 
be a strictly supervising officer and 
should not engage in production, which 
should mean that his compensation 
should not be considered as acquisi- 
tion cost. Commissioner Taggert asked 
Mr. Leigh how many general agents 
there were in the country, and he re- 
plied that there were 130 fire general 
agents and 50 casualty general agents 
according to such a definition. At the 
conclusion of Mr. Bassett’s paper Mr. 
Taggert asked him if he were to under- 
stand that Mr. Bassett considered the 


sole function of a State insurance com- 
missioner to be the liquidation of in- 
surance companies but Mr. Bassett said 
that the commissioner had misunder- 
stood him and reread that portion of 
his address which had caused the ques- 
tion. 

Following the hearing the commis- 
sioners went into executive session to 
discuss plans for the annual meeting 
which will be held at Hartford Sept. 
8, 9 and 10. ’ 

The third day of the convention hear- 
ings marked also the beginning of the 
heat wave in Chicago. But in spite of 
that there was no lack of interest or 
attendance. It was the longest of the 
three sessions and so many spoke that 
it is difficult even to summarize their 
remarks in a limited amount of space. 

W. G. Wilson, Cleveland, president 
of the National Association of Casualty 
and Surety Agents; Floyd R. DuBois, 
New York, representing the Insurance 
Brokers Association of New York, Inc.; 
Clyde B. Smith, president of the Na- 
tional Association of Insurance Agents; 
Herman A. Bayern, former president 
of the General Brokers Association of 
the Metropolitan District, Inc., New 
York, representing also the Brooklyn 
Insurance Brokers Association and the 
Brownsville and East New York Insur- 
ance Brokers Association; Walter H. 
Bennett, secretary-counsel of the Na- 
tional Association of Insurance Agents. 
W. E. Harrington, former president of 
the association; Kenneth H. Bair, 
chairman of the executive counsel of 
the Pennsylvania Association of In- 
surance Agents; Charles S. Rosen- 
sweig of the Insurance Brokers Associ- 
ation of New York were among those 
who spoke and filed briefs with the 
committee. Excerpts from some several 
of these addresses appear in other 
pages of this issue of THE SPECTATOR. 
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National Board of Fire Underwriters; 
and so can legal expenses; and so on. 

It seems clear beyond argument that 
insurance companies must be allowed 
to work out their own salvation in the 
matter of acquisition cost, because any 
control other than through the enforce- 
ment of good business judgment, or 
through the inevitable fact that outside 
competition will spring up to prevent 
monopolistic unfairness is immoral, un- 
constitutional, and will assuredly kiil 
the business. 

As a final summary, it seems clear 
that the matter of acquisition cost is 
one which through its very nature 


must be left for determination to those 
engaged in the business, and any at- 
tempt to otherwise control it must fail, 
but in failing may and probably will 
create untold harm. 

It is just as absurd for insurance 
executives to ask supervising State de- 
partment officials to run their business 
for them, as it would be for State de- 
partment officials to ask insurance com- 
pany executives to run their State de- 
partments for them, unless indeed they 
are willing to openly and directly con- 
fess their incompetency, or with equal 
openness and directness, their indefen- 
sibly selfish aims. 
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“A Life Insurance Company” 


having a Special Proposition to submit to a 
selected limited number of people in the States 


of Maryland and Virginia desires to secure the 
services of two high-class Life Insurance Sales- 
men. 
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OPPORTUNITY! 


Desirable Territory Open for General Agencies. 
Liberal Contracts. 
THE CAPITOL LIFE INSURANCE COMPANY 
Denver, Colorado 


CHARLES E. CLARKE, President 
Capital Stock $250,000.00 


PENINSULAR LIFE INSURANCE COMPANY 


Home Office 
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The Home Life Insurance Company of America 
Incorporated 1899 


PROTECTS THE ENTIRE FAMILY 
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THE MODERN UNDERWRITER 


An Expert 


Modern life insurance enters into almost every 
phase of life in which finance is a factor. Those 
who place it among the public must be experts, 
trained to its various uses and having intimate 
knowledge of business affairs. There are few vo- 
cations so rich in opportunity for young men and 
women of disciplined minds and high character. 
To those whom, after rigid selection, we take into 
our organization we give a thorough training at 
the outset, and at all times give them every needed 
assistance to make their work enjoyable and high- 
ly profitable. 


WM. A. LAW, President 
Wm. H. Kingsley, Vice Pres. Hugh D. Hart, Vice Pres. 
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Fire Insurance Sales Congress Staged 
by Kentucky Associations 


State Agents and Fire Underwriters C ombine to Offer 
Fine Educational Program on Methods of 
Building Business 


Kentucky Association of 
Insurance Agents 
Elections 


President, Norman I. Taylor, 
Burnside. 

First vice-president, J. H. Gause- 
pohl. 


Second vice-president, J. D. Mc- 
Pherson, Madisonville. 

Third vice-president, James Man- 
ion, Henderson. 


Fourth vice-president, W. H. 
Noel, Harlan. 
Secretary-treasurer, Leo E. 


Thieman, Louisville. 


LOUISVILLE, Ky., June 12.—Why and 
how the local insurance agent should 
and can sell the many special insurance 
coverages, which have increased in 
usage from side lines to main lines, 
giving greater protection to the insur- 
ing public, larger commission revenue 
to the agent, and more diversified and 
better business to the insurance com- 
panies, was the general theme of the 
talks heard before the Fire Insurance 
Sales Congress, jointly staged as a part 
of the thirty-fifth annual meeting of 
the Kentucky Association of Insurance 
Agents in cooperation with the Ken- 
tucky Fire Underwriters Association, at 
the Brown Hotel, Louisville, June 10 
and 11. 


At this conference field men and 
agents mingled on the common ground 
of thirsting for greater knowledge of 
better practices, to improve the situa- 
tion for assured, agent and company, 
and through the latter, the field man. 

The program was well divided, and 
its successful handling was largely due 
to the very excellent program arranged 
by Leo E. Thieman, secretary-treasurer 
of the Louisville Board of Fire Under- 
writers, whose efforts were recognized 
by the State body, to the extent of elect- 
ing him to the same office in that or- 
ganization. 

The first two addresses on the pro- 
gram dealt with company organization, 
first being Cad P. Thurman, president 
of the Kentucky Fire Underwriters As- 
sociation, and State agent for the Con- 
tinental Fire, who discussed “Why the 
Sales Congress?” and explained some 
of the reasons leading up to its being 
called—first of all for the education of 
the agent into a better and more ca- 
Ppable one. 

William E. Clark, manager of the 
audit department of the Kentucky Ac- 
tuarial Bureau, under the heading 
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“Functions of the Bureau Audit De- 
partment,” told something of how rates 
are made, why agents receive tags 
where rates are not properly applied; 
and why the bureau cannot change 
rules and regulations to suit the conve- 
nience of the agent, or his particular 
risk, but how the bureau was always 
willing to hear criticism or suggestion 
and pass it on to the Subscribers Actu- 
arial Committee, representing the com- 
panies, and who are responsible for 
rules and regulations. 

Urban M. Lelli of Chicago, general 
agent, Phoenix of Hartford, from Chi- 
cago, spoke on “U. & O., Rent, Lease- 
hold Interest, etc.”’ but branched out to 
cover the marine lines such as airplane 
damage, sprinkler leakage, riot, explo- 
sion, express, parcel post, installment 
sales, etc., and urged agents to familiar- 
ize themselves with such coverages and 
the contracts, and then go out and sell 
such lines. 

This talk in many ways was similar 
to that of A. B. Jackson, St. Paul Fire 
& Marine, marine department, on “In- 
land Marine,” only that Mr. Jackson 
went into various floaters, discussing 
complete jeweler’s coverage, silverware, 
consumer’s jewelry, musical instrument, 
fine art, aircraft, tourists, laundries, 
dry cleaners, furriers, installment sales, 
radio sales, and various other special 
coverages. He held that department 
stores created the greatest opportunity 
for sales of marine lines. He also held 
that there were generally 100 special 
risks to be found in ten blocks of city 
property if looked for. Mr. Jackson 
said that the good agent can handle 
these lines well, as the broker who car- 
ries his office under his hat generally 
doesn’t know them or get them. 

William B. Calhoun, of Milwaukee, 
chairman ot the finance committee, Na- 
tional Association of Insurance Agents, 
was so impressed with the idea of joint 
field and local conferences that he 
stated he planned to preach the gospel 
of this idea to other States in which he 
may appear. He held that the very 
idea that Kentucky has adopted was 
discussed by Chauncey S. S. Miller and 
himself just recently. Mr. Calhoun 
spoke on the National Association, tak- 
ing the place of, or pinch hitting for, 
President Smith, who was called to 
Chicago for the acquisition cost con- 

gress. 
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Chauncey S. S. Miller, publicity di- 
rector, North British & Mercantile In- 
surance Company, spoke at length. On 
advertising he contended for the sim- 


plest forms—direct mail. He held for 
using direct mail so it will reach the 
client at the best time. It should not 
reach his desk on Saturday or Mon- 
days, rush days, nor on the first mail 
in the morning, which is a heavy one. 
He held that advertising was really 
“avert eyes,” and used to open the way 
for the agent. He held that advertising 
must attract attention, interest the 
reader, create desire, force action and 
in turn sell goods. Those are the five 
principal points of advertising. 

Mr. Miller contended that the agent 
who sells fire, and perhaps tornado, or 
even goes so far as to sell sprinkler, 
and doesn’t try to sell other lines to 
give his client full coverage, is not giv- 
ing his client proper service. He held 
that the physician will prescribe for 
every member of the family he sees 
when he is called, and charge for each 
prescription he writes. The lawyer will 
suggest a change in the will, or other 
legal document, and secure an addi- 
tional fee for the service. He held that 
he had no sympathy with the agent 
afraid to go to his same clients for 
more business. He held that lease, rent, 
rental value and similar lines, if dis- 
cussed with the client on a per diem 
cost instead of total premium cost, will 
create desire and force action. Two to 
five cents a day doesn’t sound big. The 
agent must be loyal to his client and 
tell him that he must spend more to be 
safe. The client is not familiar with 
insurance and depends on his agent for 
service, and the latter is remiss in his 
duty if he fails the client. 

Frank G. Snyder, of Snyder Brothers, 
General Agency, Louisville, in a short 
remark discussed agency qualification 
laws and suggested that the National 
Association of Insurance Agents and 
National Board get together on this 
matter and draft a uniform act for use 
in all territory as an aid to agents. 

Albert L. Gale, of Gale & Pietsch, 
Chicago advertising agents, who have 
the National Board advertising account, 
recently greatly increased to permit ad- 
vertising in all States of the Union, 
told how the program was launched in 
five States three years ago, increased 
to seventeen States the second year, 
and all States the third year—indica- 
tion enough that it was getting results. 
He remarked on the agency having been 
fortunate in having Wallace Rogers, a 
former Kentucky fire insurance man, 
who has developed into an excellent ad- 
vertising man, to advise on the cam- 
paign. He also spoke on “Public Rela- 
tions,” at some length, as practised to- 
day by many great industrial concerns. 


Fire Insurance 
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Casualty Bureau Opens 
in Philadelphia 


New Branch to Cover Auto 
Lines in South Jersey 
and East Pa. 


E. C. Peterson in Charge 


Rate Situation Seen as Knotty 

Problem for Immediate and 

Equitable Solution 

PHILADELPHIA, June 16.—A branch 
office of the National Bureau of Casu- 
alty and Surety Underwriters was 
opened here last week in the Public 
Ledger building, Independence Square. 
The office is in charge of E. C. Peter- 
son, who came here from the Chicago 
office of the National Bureau. 

The Philadelphia office will assume 
jurisdiction over automobile lines in 
the southern section of New Jersey 
and in eastern Pennsylvania. Later, 
Mr. Peterson said, the work of the 
bureau will be extended to include 
other phases of casualty and surety 
activities. 

Mr. Peterson said that the Philadel- 
phia office expected to serve bureau 
members in arbitrating cases, in ad- 
justments of rates and in arriving at 
a basis for charges that would be fair 
to the insured, the underwriter and 
the agency handling the insurance. 

One of the reasons for opening the 
Philadelphia office, he explained, was 
because of conditions existing in the 
territory that National Bureau officials 
could adjust better with a local office 
than through the New York office of 
the bureau, which previously has han- 
dled Philadelphia matters. Another 
reason, Mr. Peterson said, was because 
of complaints that rates charged in 
this territory had been found to be 
too high for the good of the business. 

Mr. Peterson declared he had found 
a wonderful spirit of cooperation ex- 
isting among National Bureau mem- 
bers here, although the office has been 
open less than a week. 


Tue SpEcTATOR 
June 19, 1930 


Ralph E. Burks 


Burks Appointed Standard 
Accident Comptroller 


Announcement was made by the 
Standard Accident Insurance Company 
of Detroit, that Ralph E. Burks has 
been officially appointed Comptroller of 
the Company to succeed Robert S. Hull, 
resigned. 

Mr. Burks has had widely diversified 
experience during the 30 years he has 
been connected with the business world. 
He received his earliest training from 
his father who taught him the prin- 
ciples of merchandising, and his first 
actual position was with a real estate 
company in Atlanta, Ga. Later, he 
worked in the Accounting Division of 
the Kentucky Refining Company and a 
short time afterwards was made assist- 
ant Cashier of the First National Bank 
of Madison, Ga. In 1910 he came to 
Detroit and was placed in charge of 
the accounting department of the R. C. 
Corporation. When that company be- 
came insolvent some years later, he 
established a connection with the At- 
lanta Agency Company representing 
the Empire Life Insurance Company. 
Mr. Burks tried, in rapid succession, 
real estate selling, building, and public 


(Concluded on page 49) 


Industrial Accidents 
At Low Figure 


Nat’l Safety Council Survey 
Shows Fine Record 
for 1929 


2,000,000 Workers Checked 


Mining Most Hazardous of All 
Callings Report Proves; Ce- 
ment Industry Safest 


CHIcAGo, June 17.—A notable indus- 
trial safety achievement was announced 
here last week by the National Safety 
Council when completed reports showed 
that 92 of some 1700 reporting estab- 
lishments went through the two years 
of 1928 and 1929 without a single lost- 
time accident. 

Until recent years it has been un- 
usual for any industrial plant, regard- 
less of its size, to go through a year’s 
operations without an accident. 

An accurate picture of the industrial 
accident situation is given in the com- 
pleted report for 1929. Figures are 
available from 3600 plants throughout 
the United States employing about 
2,000,000 workers. 

The complete compilation shows that 
mining continues as the most hazardous 
of all industries. Accidents are both 
more frequent and more severe in min- 
ing than in any other industry. 

The cement industry, noted for the 
emphasis it has placed on safety, has 
the fewest accidents per man-hour ex- 
posure. The least severe accidents oc- 
cur in the textile group. 

Accident frequency rates have gone 
down steadily from year to year de- 
spite the ever-increasing number of 
workers and the new types of 
machinery constantly coming into use. 
The largest reduction in recent years 
was that coming in 1928 over 1927. 
Last year’s experience showed a reduc- 
tion of but two per cent. Severity 
rates have been increased, however. 
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Denmark”— Wilson 


Constructive Remedies Must 


Be Discovered and Applied 
He Tells Commissioners 


Selling and Servicing 


Believes Brains and Talent in 


Insurance Business Will Work 
Out Its Redemption 


W. G. Wilson, president of the Na- 
tional Association of Casualty and 
Surety Agents, appeared at the hear- 
ing on Friday, and before the acquisi- 
tion cost committee of the National 
Convention of Insurance Commissionevs 
spoke in part as follows: 

The preceding sessions of your 
hearing have disclosed that “All is not 
well in Denmark.” 

It is unnecessary to recount or re- 
peat difficulties existing. The problems 
are not obscure—but to discover and 
apply constructive remedies—is a goal 
to which we direct our thought. 

We share fully the generally ex- 
pressed belief that the brains and tai- 
ent engaged in the Insurance business 
possess the capacity to work out its 
redemption. 

For some wholly undiscovered reason 
the Casualty and Surety business ap- 
pears to be suffering from an “apolo- 
getic complex” lest someone suspect it 
of producing a profit for the capital 
employed and an expanding field of 
occupation to attract ability of first 
rank both in its executive and sales 
divisions. 

We submit that any conceivable 
diminution in the so-called Acquisition 
Cost—would become so fractional and 
unimportant in its relation to the. 
premium charged to the ultimate con- 
sumer—as to pale into insignificance— 
if it involves a sacrifice in service— 
rendered by amateurs instead of highly 
trained professionals. 

We can greatly clarify the atmos- 
phere and emerge from the fog by dis- 
carding much of our’ terminology 
which has come to mean different 
things to different minds. 

Every casualty policy or fidelity and 
surety bond—inescapably requires two 
primary activities: 

1st—The selling. 

2nd—The close-up servicing which 
extends to its terminal date and often 
long beyond. 

Since we are all familiar with these 
separate functions I will not detain 
you with a further analysis thereof. 

Our past attempts to fix acquisition 


Casualty, Surety, Etc. 


“Something Rotten in 
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W.G. Wilson 


cost have embraced an effort to treat 
these two activities as a unit. 

They should be distinctly and clearly 
separated. 

If our lines of insurance constitute 
a public service—then it is just as im- 
portant that the client’s every interest 
be conserved in the smallest policy or 
bond—as in the most extensive line of 
risk. If this be axiomatic—no larger 
selling allowance should be made sim- 
ply in recognition of and as a reward 
for mere premium volume. 

The price charged for postage 
stamps and indeed for most forms of 
public service does not vary—within 
basic classifications—by reason of 
quantity. 

Applying this logic—a selling cost 
fairly and justly compensating the 
salesmanship involved—should be es- 
tablished for each of the subdivisions of 
our business—and uniformly adhered 
to, whether the transaction be negoti- 
ated by the smallest or the largest pro- 
ducer in the business. 

This figure should then be known for 
what it is, namely The Acquisition Cost 
representing and covering only the re- 
ward for salesmanship. 

If made uniform, it would not be sub- 
ject to abuse and would apply equally 
to all companies writing such business 
—whether they be old established or 
newly aspirant. 

The servicing of the business should 
perhaps be provided for under two sec- 
tions: 

(a) A nominal additional but fixed 
allowance for policy writing and ac- 
counting which would take heed of the 
distinction as between those classes of 
producers who do or do not maintain 

(Concluded on page 39) 





Fidelity and Surety 
Acquisition Costs 





President Brown of Ameri. 
can Surety Addresses 
Chicago Hearing 


Difficulty of Rule Making 


Says Attempt to Revamp Rules in 
Entirety Would- Result in 
Waste of Work of Years 


R. R. Brown, president of the Amer- 
ican Surety Company, New York, ap- 
peared before the acquisition cost com- 
mittee of the National Convention of 
Insurance Commissioners last week at 
Chicago and spoke, in part, as follows: 

It is easy to stress unduly the en- 
forced limitation of acquisition cost of 
fidelity and surety business. Such cost 
takes only a part of the premium dol- 
lar. Taxes, losses, safeguarding de- 
vices and administration expenses de- 
mand their shares. <A _ well-managed 
company watches all classes of ex- 
penses. It realizes that these classes 
are correlated and cannot be dissoci- 
ated. An expense ratio that seems 
high may be abundantly justified by a 
relatively low loss ratio. 

Nevertheless, a movement for the en- 
forced limitation of acquisition cost 
alone is well under way; and _ the 
American Surety Company of New 
York desires to contribute to that 
movement in every way that it consis- 
tently can. 

The State may appropriately use its 
beneficent influence in the interest of 
both the public and the companies by 
guiding the companies in their efforts 
to limit acquisition cost. 

Such guidance might well take the 
form of two recommendations by this 
committee: 

(1) That the Fidelity and Surety 
Acquisition Cost Conference adopt a 
fundamental rule, to the effect that the 
total amount of each company’s fidelity 
and surety premiums must in every cal- 
endar year be laid down at its home of- 
fice at an average production and field 
supervision cost of not exceeding 30 
per cent, and 

(2) That the Conference determine 
for itself how far it can and will go in 
adopting supplemental rules to effectu- 
ate the suggested fundamental rule. 

The recommendations of the commit- 
tee should not, in my viewpoint, go be- 
yond this. 

Experience has shown that it is dif- 
ficult to adopt such supplemental rules, 
involving as they do gradation of pro- 

(Concluded on page 39) 
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WILSON ADVISES 
COMMITTEE 


(Concluded from page 38) 

an office organization on their own ac- 
count and at their own expense for 
such purpose; and 

(b) A managerial compensation fixed 
to cover all the administrative and 
ministerial functions required to be 
performed away from the Home Office 
—after the securing of the order for 
the purchase—embracing all duties 
from the underwriting to a final dis- 
position of the risk at the maturity of 
all liability involved. 


This entire group of duties is vastly 
more related to a “delivery of the goods 
under the policy of bond”—than it is 
to the obtaining of the initial order for 
the business—which as above indicated 
constitutes the selling effort. 


Determination of who has the ca- 
pacity to administer this super-service 
—should rest wholly with the Insurance 
Company—which should likewise be 
free to fix its scale of pay in any terms 
it sees fit—precisely as it now is free 
to regulate what it will pay for any 
other type of executive service. 


We are not so obtuse as to recom- 
mend or believe that we could with- 
draw commissions and allowances al- 
ready existing and at the same time 
make the agent like it. 

If, however—certain minimum quali- 
fications be established and adhered to 
—the selection of men for the render- 
ing of this super-service—could be 
made largely automatic. 

Solely by way of suggestion let us 
consider: 

(a) If it be shown that he now in 
fact actually performs all of those 
executive duties extending over a size- 
able volume of premiums which of 
course must needs be definitely fixed 
with a material minimum, or 

(b) That he is bona fide directing 
and responsible for the activities of a 
sizeable force or staff of sub-producers 
—from whom he derives a substantial 
portion of his premium income. 

Our point is epitomized in the pur- 
pose to associate any supplementary 
allowance—not as a sheer reward for 
the production of premium volume but 
only in recognition of functional juris- 
diction upon services required and to 
be rendered subsequent to the acquisi- 
tion of the business. 

We submit that your biggest prob- 
lem is not so much to work out some 
possible fractional reduction in acquisi- 
tion cost but is rather to bring order 
out of chaos—to the end that the in- 
surance premiums paid by the public 
be not a prize hung up to tempt the 
Tapacity and greed of insurance com- 
Panies, 
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Cut Rate Fight Planned in 
Philadelphia 


Surety Underwriters Assn Will 
Move for Protective Effort 


PHILADELPHIA, June 16. — A move- 
ment by the Surety Underwriters’ As- 
sociation of Philadelphia to meet com- 
petition in the Quaker City of cut rate 
companies is at present in the hands 
of a committee with no definite results 
having been obtained. 

According to Samuel J. Carr, presi- 
dent of the association, there were so 
many complications to be met in any 
effort of bureau members to meet the 
lower rates of the cut-rate non-associa- 
tion underwriters, that results at this 
time have not been obtainable. 

However, Mr. Carr said, the matter 
has not been dropped by the associa- 
tion and means whereby the cut rate 
companies can be successfully combated 
are being studied. 

Mr. Carr intimated there would be 
little association activity until the 
monthly meetings of the organization 
are resumed in September but during 
the interval means of meeting the cut- 
rate competition will be studied and 
one of the first things to be done when 
the association resumes its official activ- 
ities will be a war upon the companies 
in disfavor with the organization. 


R. R. BROWN SPEAKS 


(Concluded from page 38) 
ducers and limitation of the number of 
excess-commission agents. 

Suppose all of the companies trans- 
acting a fidelity and surety business 
could be consolidated into one big com- 
pany, with one president and one staff 
of officers and with complete unity of 
interest. How difficult it would be even 
with such unity of interest to make 
workable rules for the transaction of 
such a gigantic corporation’s business 
throughout the entire country. 

For several years the representatives 
of these companies with mightily-con- 
flicting interests have zealously striven 
to overcome the difficulties with which 
they have been confronted, and to 
bring forth a workable set of enforce- 
ment rules. Their efforts have some- 
times been put forth in the heat of pas- 
sion, and always under the limitations 
of time. Instead of being subjected to 
criticism for what they have been un- 
able to do, they should be given credit 
for what they have done. The rules 
that they have adopted are not perfect, 
and may not be adapted to existing con- 
ditions in different sections of the coun- 
try. They represent, however, the best 
effort and the best judgment of the 
companies on the subject. They should 
not, therefore, in my opinion, be 
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Standard Acquires Pilot 
Accident of Canada 





Increase in Capital Planned for 
Dominion Company; Bright 
Future Seen 


As one of the features of its expan- 
sion program, the Standard Accident 
Insurance Company, of Detroit, has se- 
cured stock control of the Pilot Auto- 
mobile and Accident Insurance Com- 
pany of Canada, according to officials 
of the companies. D. M. Ferry, Jr., 
president, and Charles C. Bowen, vice- 
president and secretary of Standard, 
were elected president and vice-presi- 
dent, respectively, of the Pilot company. 

The Pilot is licensed to handle all 
forms of insurance with the exception 
of life coverage. While the Canadian 
organization is only three years old, it 
has a reputation for integrity and 
soundness and it numbers among its 
producers some of the most brilliant 
insurance men in the Dominion; its ex- 
ecutives are men who are regarded as 
being authorities on underwriting, and 
it already stands high among the lead- 
ing automobile insurance companies of 
the nation. With this sound basis, 
Standard plans to materially aid the 
Pilot by immediately strengthening its 
resources with additional capital, thus 
paving the way for increased under- 
writing facilities and assuring a good 
future. 

Underwriting, claims and service di- 
visions of the Pilot will continue to be 
in charge of an all-Canadian person- 
nel, 

Officers of Standard feel that the ac- 
quisition of the Canadian company was 
made at a most auspicious time, since 
the recent passing of the Ontario Fi- 
nancial Responsibility Law will offer 
limitless opportunities for thoroughly 
working the newly-opened field. 

Since starting in business in 1884, 
Standard has consistently grown and 
endeavored to serve. 








scrapped if there are to be enforcement 
rules. They should be carefully pre- 
served, with such modifications as may 
be necessary to make them applicable 
to conditions as they exist in different 
sections of the country. Any attempt 
to revamp the rules in their entirety 
would result in the waste of work of 
years and in the danger that the new 
rules would be more defective than the 
present set. 

A top cost limitation rule is, in my 
opinion, feasible. A nation-wide set 
of supplemental rules is of doubtful 
practicability. The present set is a 
progressive experimentation and should 
not be discarded if the experiment is to 
be continued. 
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Club House Administration Building 





To Agents and Brokers— 


he conservative, well-visioned advice which is always avail- 
able at this Company frequently has been of great help to in- 
surance men by and large. They have learned that our counsel is 








Power Plant 


always promptly and cheerfully given. 


Maryland Casualty Company 


Certainly, there is no Casualty or Bonding problem which this institution, 
with its capable and attentive directors, officers, department managers, 
great resources, tremendous facilities and years of experience, is not in a 


position to solve. 


Baltimore 


Print Shop Garage 
































A Complete Program 
of Service 


Peoria Life agents need never look further than 
their own company to render to their clients every 
service that any progressive life insurance company 
can furnish. 


The Peoria Life will issue in a single policy an ap- 
plication for any amount. It provides double in- 
demnity and disability benefits, liberal policies for 
impaired risks, participating and non-participating 
plans. Specially designed policies are available for 
specific needs such as old-age endowment and partner- 
ship and corporation insurance. 


The Peoria Life has attractive policies for children 
of any age from birth, with full protection at age five. 
Peoria Life policies have been written on children in 
amounts as large as $50,000. The Peoria Life insures 
women on equal terms with men. Recently a Peoria 
Life agent secured a woman’s application for $300,000 
and the policy was promptly issued and delivered. 


We repeat—Peoria Life agents find the broad 
facilities of their own company ample to meet any life 
insurance need, to fulfill any individual program with- 
out inconvenience or delay. We are told that this 
completeness is one of the most desirable and useful 
features of Peoria Life service to its agents. 


Peoria Life Insurance Company 
Peoria, Illinois 








WALTER CLUFF’S 


course of studyin 
LIFE 
UNDERWRITING 
EFFICIENCY 


Now ready 
in book form 


Send for this 
| Book today. 
Your money 
back if you 
don’t profit 
byreading it! 


EDITION LIMITED ! 
RUSH COUPON————> 














‘‘We want 2,000 copies.. 


.1T WILL BE OUR OFFICIAL TEXTBOOK!” 


O wrote the official of 

a large life insurance 
company after reading 
Walter Cluff’s new book 
on Life Underwriting 
Efficiency, which has just 
come off the press. 


Based upon the experi- 
ences and experiments of 
many years educational 
direction of thousands of 
life agents this book is 
being acknowledged as 
the best life insurance 
sales manual ever devel- 


oped. 


THE INSURANCE FIELD ; 
Box 617, Louisville, Ky. ‘ 
- 
' 
‘ 


Enclosed is one dollar. Send 
Cluff’s new book to me. 
BE vcdsvsucwecaentacduess ss ' 


DE. swe eivdewentaxdexvssed 
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Oi(Check here if quanti ice | 
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Motor Death Rate Leaps to 
High Figure 


First Four Months of 1930 Show 
Average of 70 Per Day; 
10 Per Cent Over 1929 


HARTFORD, CONN., June 8.—More than 
8,300 persons have been killed in motor 
vehicle accidents in the United States 
the first four months of this year, 
which is an increase of nearly 10 per 
cent over the fatality toll during the 
same period last year, according to 
figures reported to the Travelers In- 
surance Company here by state direc- 
tors of vital statistics and motor 
vehicle departments. This increase, if 
unchecked during the remainder of this 
year, will result in the death of more 
than 34,000 persons in automobile acci- 
dents during 1930. 

For April, 10 of 17 states reporting 
their figures on deaths had increases 
in fatalities over the corresponding 
month of last year, while for March, 
12 states out of 24 reported increases, 
nine had fewer deaths and _ three 
showed no change from the same 
month a year ago. Twenty-one states 
out of 31 for February reported in- 
creases, with decreases made in eight 
and no change in two. Of 35 states 
reporting for January, 16 had in- 
creases in the number killed in motor 
vehicle accidents, while decreases re- 
sulted in 15 states, and no change in 
four. 

The actual motor vehicle death toll 
indicated for the first four months of 
the year shows that the monthly aver- 
age has been in excess of 2,000, with 
70 deaths occurring on the average 
each day throughout the period. At the 
height of the death toll of last year, 
this daily average of deaths was in ex- 
cess of 100. 





New Building Estimator’s 
Handbook Out 





Revised Edition of Valuable 
Work Available to Appraisers, 
Adjusters and Underwriters 


The fifteenth edition of the “New 
Building Estimator’s Handbook,” a 
volume which has always found high 
favor among insurance men, is just off 
the press. The new edition is im- 
portantly revised and greatly enlarged. 
William Arthur, who has written many 
standard works on the building trade, 
is the author. 

This book makes a science of estimat- 
ing the cost of constructing buildings 
of all kinds from bungalows to sky- 
Scrapers. The new edition is especially 


THE SPECTATOR 
June 19, 1930 


Casualty Companies Must 
Pay Indiana Fire Fees 





Neglect of Fire Selling Carriers 
to Conform to State Rule 
Causes Heavy Deficit 


Casualty insurance companies oper- 
ating in Indiana and which also sell 
fire insurance policies have failed in 
many instances to pay a State fee 
for the support of the fire marshal’s 
department, it has been learned. The 
amount of unpaid fees could not be 
ascertained, but it was understood the 
amount would reach a total of several 
thousand dollars. 

An investigation to determine what 
companies have failed to pay the fee 
and the amounts due is under way by 
the State board of accounts, Lawrence 
F. Orr, chief examiner, admitted. He 
received an opinion from James M. 
Ogden, attorney general that the cas- 
ualty companies writing fire insurance 
policies come under provisions of the 
fee law as do regular fire insurance 
companies. He has assigned two field 
examiners to make a probe of condi- 
tions. 

Clarence C. Wysong, insurance com- 
missioner, said that it always has been 
the policy of the department not to 
force payment of the fire marshal’s fees 
and that he carried out the policy dur- 
ing the time he has been in office. He 
added that he will be governed by the 
opinion of the attorney general and 
will insist upon payment of the fire 
marshal fee by the casualty company. 
The insurance department probably will 
be charged with the amount of unpaid 
fees and Mr. Wysong said it then would 
“be up to him” to collect the fees due. 
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Phila. Claims Committee 
Hearings Set for July 10 





Meetings to Be Held Monthly; 
Dificulty Expected During 
Primary Sessions 


PHILADELPHIA, June’ 16.—The first 
meeting of the arbitration committee 
of the Casualty Claim Executives As- 
sociation, at which hearings will be held 
on cases already filed with the commit- 
tee, will convene about July 10, Wilbur 
S. Whittle, chairman of the committee, 
announced today. 

The executive committee of the asso- 
ciation, which is in direct charge of the 
new arbitration group, met Tuesday 
and concluded the machinery set up for 
the arbitration of casualty claims aris- 
ing in the Philadelphia territory. 

Mr. Whittle said that the organiza- 
tion was now completed and several 
claims had been submitted for arbitra- 
tion. The first meeting, he said, might 
be difficult until the interested parties 
had familiarized themselves with the 
procedure of the hearings, and there- 
fore no action would be taken until 
after July 1, because of several mem- 
bers of the committee, including him- 
self, being away on vacations. 

He said that at first one afternoon 
each month would be devoted to the 
hearing of claims. If that proves in- 
sufficient, he said, additional meetings 
would be held until the claims filed 
are generally cleared up, and then the 
monthly hearings would be resumed. 

While the arbitration committee does 
not expect to supersede any estab- 
lished agencies already functioning, it 
does expect to clear up much of the 
difficulty now existing in regard to 
duplicity in insurance. 








complete in regard to up-to-date mod- 
ern needs. Originally designed for the 
use of architects, builders, and con- 
tractors, the book has found a wide 
sale in the insurance profession where 
appraisers, adjusters and _ bonding 
underwriters have found it an invalu- 
able aid to their work. As the book 
is an extraordinarily accurate guide to 
proper bids, both as to the cost and 
time, for building work of all kinds, it 
is a standard reference work for those 
engaged in passing on contract bonds. 

It is written in a simple, direct, and 
interesting manner, and the profuse 
illustrations throughout the volume 
make it a thoroughly understandable 
book. : 

Staunchly and flexibly bound and 
printed in attractive and readable type, 
the book sells at $6 per copy and may 
be obtained from The Spectator Com- 
pany 243 West Thirty-ninth Street, 
New York. 

















Able and conscientious agents 
whose aim is to build a last- 
ing business appreciate the cus- 
tomer-satisfying service of the 


MASSACHUSETTS 
BONDING and INSURANCE 
COMPANY 


T. J. FALVEY, President 


SURPLUS TO POLICYHOLDERS 
OVER TEN MILLION DOLLARS 


Fidelity and Surety Bonds 
and Casualty Insurance 
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The Use of Interest Earnings in 
Determining Rates 


By CLARENCE W. Hoss 


This is the second installment of 
Judge Hobbs’ paper, prepared in 
his capacity as special represen- 
tative of the National Council on 
Compensation Insurance to the 
National Convention of Insurance 
Commissioners. The first install- 
ment appeared in last week's is- 
sue of THE Spectator. Jn it, Mr. 
Hobbs reviewed the Missouri, 
Kansas, and Virginia rate litiga- 
tion. The memorandum will be 
published in full in successive is- 
sues of THE SPECTATOR. 


—EpitTor’s Norte. 
* a * 


III. GENERAL PRINCIPLES 


It will be seen from the above that 
the decisions are at variance upon prac- 
tically every material point. Two 
methods of setting up underwriting 
experience, the “earned and incurred” 
method and the “received and paid” 
method, have received judicial sanction, 
and the statutory court in the Mis- 
souri case, while following the “re- 
ceived and paid” method, indicated yet 
a third as the correct method, namely, 
premiums received, losses and expenses 
incurred. 

Two decisions have ruled against the 
inclusion of investment profits: and the 
three that have included them have 
done so in three different ways. A sim- 
ilar divergence exists upon the very 
vital point as to what profit margin 
the companies are entitled to. Three 
cases go no further than to accept a 
5 per cent margin on premiums as a 
reasonable profit. One, the Kansas case, 
indicates that the test is a fair return 
on the portion of capital and surplus 
proportionate to the State business; 
and one, the Virginia case, tests the 
rates (after including a 5 per cent profit 
margin) by computing the probable re- 
turn upon an allocated portion of cap- 
ital, surplus and undivided profits. 

This wide divergence on matters go- 
ing to the very essence of rating pro- 
cedure is symptomatic of a painful lack 
of legal guideposts across a region as 
yet unknown. It is well to indicate at 
the start that insurance rate regula- 
tion is not only a region virtually un- 
touched by the courts, but constitution- 


ally occupies a position thoroughly ab- - 


normal. The authority of the States to 
regulate insurance rates was established 
by the case of German Alliance Insur- 
ance Co. v. Lewis, 233 U. S. 389; but 
that case proceeded on lines which the 
Supreme Court has since been unwil- 
ling to follow. 

To expand this a little further, prior 
to the Fourteenth Amendment, there 
was little to prevent a State from reg- 
ulating anything and everything, ex- 
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cept businesses engaged in interstate 
commerce. There were some ideas of 
natural rights to property and to per- 
sonal liberty which the courts have 
from time to time referred to as es- 
sential and beyond the power of States 
to violate; but these doctrines were too 
vaguely expressed to afford a real pro- 
tection, and the idea of natural rights 
is no longer regarded as having any 
force to check the authority of States 
to regulate personal and property 
rights. To some extent, guarantees of 
personal and property rights were 
written into State constitutions; but 
the Fourteenth Amendment was the 
first embodiment of such guarantees in 
the Federal Constitution in a broad and 
general manner, affecting not only the 
proceedings of the Congress, but pro- 
ceedings of the States as well. 

Price fixing and rate regulation were 
at one time very freely indulged in by 
Parliament and by Colonial legisla- 
tures. At the time of the adoption of 
the Federal Constitution, however, the 
trend of social and economic thought 
was all in favor of the individual, and 
of upholding his freedom of action and 
his rights of property. The early at- 
tempts at price fixing were discounte- 
nanced as unsound, and with the adop- 
tion of the Fourteenth Amendment the 
authority of States to interfere with 
freedom of contract through the me- 
dium of price-fixing was rather nat- 
urally regarded as abridged. 

In Wolff v. Industrial Court, 262 U.S. 
522, the Supreme Court indicates three 
classes of business in which rate regu- 
lation has been upheld as constitu- 
tional within the guarantees of the 
Fourteenth Amendment. These are: 

Hy 

(a) Those which are carried on under 
public grant of privileges which 
either expressly or impliedly im- 
pose the affirmative duty of render- 
ing a public service demanded by 
any member of the public. Such 
are the railroads, other common 
carriers and public utilities. 

(b) Certain occupations regarded as 
exceptional, the public interest at- 
taching to which, recognized from 
the earliest times, has survived the 
period of arbitrary laws bv Par- 
liament or Colonial legislatures 
for regulating all trades and call- 
ings. Such are those of the keepers 
of inns, cabs and gristmills. 
State v. Edwards, 86 Maine 102. 
Terminal Taxicab Co., v. District 

of Columbia, 241 U. S. 252. 

(c) Businesses which, though not pub- 
lic at their inception, may fairly 
be said to have risen to be such, 
and have become subject in conse- 
quence to governmental regulation, 
They have come to hold such a 
peculiar relation to the pyblic that 
this is superimposed on them. In 
the language of the courts, the 


owner, by devoting his business to 
public use, in effect grants the pub. 
lic an interest in that use, and sub. 
jects himself to public regulation 
to the extent of that interest, aj. 
though the property continues to 
belong to its private owner and to 
be entitled to protection accord. 
ingly. 
Munn v. Illinois, 94 U. S. 113. 
Spring Valley Water Co. v. Schoet- 
tler, 110 U. S. 347. 
Budd v. N. Y., 143 U. S. 517. 
Brass v. Stoeser, 153 U. S. 391. 
Van Dyke v. Geary, 244 U. S. 37, 
Block v. Hirsch, 256 U. S. 185. 


German Alliance Insurance Co. y, 
Lewis is cited as bringing insurance 
within this third class; but virtually it 
comes close to establishing a fourth. 
This the Supreme Court, in Tyson & 
Bro. v. Banton, 273 U. S. 418, clearly 
recognizes, pointing out that every 
other case either involves a property 
subject to a public trust or a right in 
the public to demand and receive ser- 
vice. In insurance no definite property 
is involved, merely a varying and fluc- 
tuating mass of securities, cash and 
credits. Neither, the court recognizes, 
is there a right on the part of the pub- 
lic to demand and receive service. 
These considerations were indeed 
brought before the court in German 
Alliance Insurance Co. v. Lewis, but the 
court, while admitting there were deci- 
sions in favor of the right of rate reg- 
ulation being confined to such cases, 
held: “The principle is expressed as to 
property, but it is manifestly broader 
than that instance. It is the business 
that is the fundamental thing: prop- 
erty is but its instrument, the means 
of rendering the service which has be- 
come of public interest.” 

Insurance is therefore a unique case 
—the case of a business, not of a prop- 
erty affected with a public use, and a 
business too wherein the public has no 
right to demand service. The court, to 
be sure, cited in support the instance of 
legislative control of lending money at 
interest; but this stands on a peculiar 
footing, lending at interest being illegal 
at common law, and with some reason 
being regarded always as lending itself 
readily to notorious and appalling 
abuse. The extension of the principle 
of rate regulation to a business, and 
the vagueness of the phrase “affected 
with a public use” raised at once the 
question as to where if anywhere was 
the line between private business and 
business subject to rate regulation. 

The attempts of the court to fix such 
a line have negatived much of the rea- 
soning on which German Alliance In- 
surance Co. v. Lewis was_ based. 
In that case the court based its decision 
in part on the fact that insurance had 
been, from early times and universally, 
subject to a degree of regulation in- 
consistent with a private business. Bu‘ 
the court in the later case of Tyson & 
Bro. v. Banton, cited above, states dis- 
tinctly that the power to regulate does 
not necessarily imply the power to reg- 
ulate rates, the latter power requiring 
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a stronger basis than the former. The 
fact adduced that insurance is of great 
public interest and even of necessity, 
is not conclusive, for it can hardly be 
contended that insurance is of greater 
public interest and necessity than food, 
clothes or fuel. The fact that insur- 
ance rates are not made by competition 
but in combination is advanced as a 
reason for German Alliance Insurance 
Co. v. Lewis; but from this position 
the court in Aetna Insurance Co. v. 
Hyde makes a complete reversal, basing 
its decision in that case on the fact 
that insurance companies are competi- 
tors; and indeed, the fact that rates 
are made in common does not neces- 
sarily mean that the rates so made are 
charged. Therefore, the court in Tyson 
& Bro. v. Banton declared the principle 
of German Alliance Insurance Co. v. 
Lewis to be the furthest extension rec- 
ognized of the power to regulate rates, 
and to be based so exclusively on the 
peculiar characteristics of the insur- 
ance business as to render it distinctly 
not a precedent to be cited for exten- 
sion to any other line of business. Thus, 
in the case cited, they declined to fol- 
low it in the case of regulation of the 
rates of ticket brokers, and in Ribnik 
v. McBride, 277 U. S. 350, in the case of 
regulation of the rates of employment 
agencies. And so, in case of regulation 
of the price of gasoline, Williams v. 
Standard Oil Co., 278 U. S. 235. 


Character of Insurance Business 


What, then, is left of German Alli- 
ance Insurance Co. v. Lewis? Merely 
the argument based on the peculiar 
character of the insurance business. 

This was set forth in the principal 
case as follows: 

“The contracts of insurance may be 
said to be interdependent. They can- 
not be regarded singly or isolatedly, 
and the effect of their relation is to 
create a fund of assurance and credit, 
the companies becoming the deposito- 
ries of the insured, possessing great 
power thereby, and charged with great 
responsibility. How necessary their 
solvency is is manifest. On the other 
hand, to the insured, insurance is an 
asset, a basis of credit. It is practical- 
ly a necessity to business activity and 
enterprise. It is therefore essentially 
different from ordinary business trans- 
actions, and, as we have seen, according 
to the sense of the world from the ear- 
liest times—certainly in the sense of 
the modern world—is of the greatest 
public concern.” 

In Tyson & Bro. v. Banton, cited 
above, this was expanded as follows: 


“The decision proceeds upon the 
ground that the insurance business is. 
to be distinguished from private busi- 
ness; that an insurance company is in 
effect an instrumentality which gathers 
funds on the basis of equality of risk 
from a great number of persons—suffi- 
ciently large in number to cause the 
element of chance to step out and the 
law of averages to step in as the con- 
trolling factor—and holds the numer- 
ous amounts so collected as a general 
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fund to be paid out to those who shall 
suffer losses. Insurance companies do 
not sell commodities—they do not sell 
anything. They are engaged in making 
contracts with and collecting premiums 
from a large number of persons, the 
effect of their activities being to con- 
stitute a guaranty fund against indi- 
vidual loss, and to put a large number 
of individual contributions into a com- 
mon fund for the purpose of fulfilling 
the guaranty. In this fund all are in- 
terested, not in some vague or senti- 
mental way, but in a very real, practi- 
cal and definite sense. It was from the 
foregoing, and other considerations pe- 
culiar to the insurance business, that 
the court drew its conclusions that the 
business was clothed with a public in- 
terest.” 


The Public Interest 


What the “other considerations” were 
are not stated, and, indeed, the only 
considerations other than this, stated in 
German Alliance Insurance Co. v. Lewis 
are that insurance is of great public 
interest and that its rates are not made 
in competition, neither a circumstance 
peculiar to the insurance business nor a 
circumstance regarded as a warrant in 
itself for rate regulation. The public 
interest in insurance is less than the 
public interest in the necessities of life, 
price fixing for which is allowable only 
in cases of public emergency, and com- 
binations to fix the prices of which are 
certainly not unknown, though un- 
doubtedly illegal. Taking the above cita- 
tions as they stand as the real basis of 
the decision, it appears at once that, 
while true in a very general way, they 
set forth but a half-truth, which may be 
more misleading than an absolute mis- 
statement. 


(a) The statement that “an insurance 
company is an_ instrumentality 
which gathers funds on the basis 
of equality of risks from a large 
number of persons — sufficiently 
large in number to cause the ele- 
ment of chance to step out and the 
law of averages to step in as the 
controlling factor” is true only in 
a very general way. It is untrue in 
the following respects: 


43 


(1) As applied to small lines of 
insurance. Both fire companies and 
casualty companies write a number 
of lines from which they develop a 
premium income so small that the 
law of large numbers has little if 
any application and any rate is 
accordingly speculative. 


(2) As applied to new lines of 
insurance. Here rates must of 
necessity be speculative until an 
experience has been developed, 
sufficiently large and extending 
over a sufficient period of time to 
warrant the application of the law 
of averages. How large and how 
extensive depends on the character 
of risk written and the nature of 
the policy issued. Even so old and 
so substantial a line as life insur- 
ance still clings to the American 
Experience Table, now over sixty 
years old, as the basis for its re- 
serves and more or less for its 
rates. That of course is justified 
by the fact that life policies are 
long term policies. But a large 
number of casualty and fire lines 
are of relatively recent origin. 


(3) As applied to insurance in- 
volving highly mutable hazards. 
No law of averages for instance 
can measure the compensation 
hazard during a cycle of business 
readjustment, such as took place 
after the war; and the same was 
true of both compensation and 
marine insurance during the war 
itself. 


(4) As applied to the normal 
rate making problem, that is to 
say, of making rates for a particu- 
lar line of insurance in a particu- 
lar state. Even the major lines, 
when split up among forty-eight 
states, become in the smaller states 
so trifling in amount that the law 
of averages cannot apply, unless 
by reference to national experi- 
ence. But ordinarily that is not 
done, and cannot be done under the 
rating law. The one well recog- 
nized exception in the spreading of 
the catastrophe hazard nationwide. 
But in some states this is not 
enough: there should be an aver- 
aging of the normal experience as 
well if the law of averages is to 
apply. 


As to Single Companies 


(5) As applied to a single com- 
pany. The rule, apparently, re- 
fers to insurance companies singly 
and not as a class. But a small 
company is very obviously in no 
position to rely on the law of aver- 
ages. It must obtain a reasonable 
volume before it gets out of the 
realm of chance, and even so, 
never gets entirely out of that 
realm. Chance continues to play 
peculiar tricks with even the big- 
gest and best. A multiple line com- 
pany is supposedly more stable 
than a single line company, on the 
theory that losses can be averaged 
over a wider and more varied 
spread of business; but these 
losses are not so averaged under 
normal rating procedure: when 
each line for each state is supposed 
to stand on its own basis. 


This discussion will be continued in the 
next issue of The Spectator—Editors Note. 
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NEW SHENANDOAH 
POLICIES 


An added source of income to you and a new way 
of instilling ideas of thrift in the men and women 
of tomorrow. 


CHILD’S POLICIES 


They go into full benefit at the age of 5. With 
these new policies, you can offer your clients ab- 
solutely the latest, most modern and complete in- 
surance program for children. 


Write us for information. 


CHARLES E. WARD, Agency Manager 


Shenandoah Life Insurance Company 
ROANOKE, VIRGINIA 


R. H. ANGELL 


























E. LEE TRINKLE W. L. ANDREWS 
President Vice-Pres. Secty.-Treas. 
(Former Governor of Virginia) 
CASUALTY SURETY 


ae / 
GuarDIAAyICASUALTY 
COMPANY 
of BUFFALO, N. Y. 
(A New York State Stock Company) 


Special Automobile Rates 


Insurance Policies provide for Assured’s 
participation in profits. Writing all types 
of the following classes of Insurance and 


Bonds. 


ACCIDENT CONTRACT BONDS 
AUTOMOBILE FIDELITY BONDS 
BURGLARY JUDICIAL BONDS 
LIABILITY ‘ LICENSE & PERMIT BONDS 
PLATE GLASS PUBLIC OFFICIAL BONDS 


WORKMEN’S COMPENSATION MISCELLANEOUS BONDS 


Surplus to Policyholders $1,700,000 


Agencies Open in the Following States 


MAINE DISTRICT OF COLUMBIA 
NEW HAMPSHIRE NEW YORK 

VERMONT OHIO 

RHODE ISLAND CONNECTICUT 
PENNSYLVANIA MISSISSIPPI 
MASSACHUSETTS LOUISIANA 

DELAWARE ILLINOIS 

MARYLAND VIRGINIA 

NEW JERSEY INDIANA 
























THE COURAGE, 
ENERGY AND PRO- 
GRESSIVENESS OF 
YOUTH GUIDED BY 
THE KNOWLEDGE 
AND WISDOM OF AGE. 
BEAT THAT! 


WRITE TO 


Federal Surety Company 


“THAT YOUNG COMPANY” 
W. L. TAYLOR 


President 


Davenport, Iowa 








Home Office 




















THE ONE THING NEEDED 


























Make the Protection Complete 


BE SURE to cover your client with burglary 
insurance before he closes his home for the 
summer. 

COMMONWEALTH’S new residence burglary 
policy will give him peace of mind far in excess 
of the nominal cost of this coverage. 

A CONTRACT received with favor, easily sold 
and pays liberal commission. 


Commonwealth Casualty Co. 


(OLDEST PHILADELPHIA CASUALTY COMPANY) 
Philadelphia 
W. FREELAND KENDRICK £. W. COOK 


President Vice-Pres, & Gen’! Mer, 
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Compensation Premium 
Rate Increased in N. J. 





Commissioner Smith Announces 
Approval of New Schedule— 
13% Change Noted 


After July 1 premium rates on work- 
men’s compensation insurance will be 
increased 13 per cent over the amount 
now produced in the State of New 
Jersey it was announced recently by 
Frank H. Smith, Commissioner of 
Banking and Insurance, when he ap- 
proved a revised schedule of premium 
rates. In the schedule 617 premium 
rates were increased, 29 were extended 
at the present figure, while 12 class 
rates were reduced in consequence of 
improved accident experience in these 
industries. 

In explanation of this increase the 
commissioner points to the continued 
upward trend in all the elements of 
compensation cost, and says. that 
during 1929, the number of accident 
awards made by the Workmen’s Com- 
pensation Bureau were 8.9 per cent 
greater than in 1928, and the monetary 
amount of such awards increased 12.1 
per cent. 


Compensation insurance rates are 
figured very accurately says the Com- 
missioner so as to just reproduce the 
direct loss sustained by the insurance 
carrier in payment of benefits pre- 
scribed by the Workmen’s Compensa- 
tion Law and the expense of adminis- 
tering the business as ascertained on 
the operations of the stock companies. 
There is no loading for a profit and 
there should be no deficiency of pre- 
mium below the losses and expenses 
actually sustained. Otherwise the in- 
surance carriers are obliged to draw 
from other departments of the busi- 
ness or from surplus, which, if con- 
tinued, might impair the ability of the 
companies to discharge their contrac- 
tual obligations. This fact is clearly 
recognized in the Rating Statute which 
directs the Commissioner to approve 
premium rates and systems of merit or 
schedule rating and to withdraw his 
approval of any rule or rate which he 
may find to be unreasonable or inade- 
quate for the risk insured. Notwith- 
standing that premium rates have been 
designed to meet these requirements in 
the past, the actual losses sustained on 
the entire compensation business in 
New Jersey during 1929 were 15 per 
cent higher than the allowance made in 
the rates and the total premium earned 
on all business in New Jersey was three 
and one-half million dollars below the 
amount necessary to meet the test of 
“adequacy.” 
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Unsure of “Surety” 


It is the irony of fate that lit- 
tle Miss Dorothy Everett, bril- 
liant Louisiana Spelling Cham- 
pion, should be eliminated by the 
word “Surety” in view of the 
fact that her hometown, New Or- 
leans, is also the home of Union 
Indemnity Company, one of the 
world’s well-known surety and 
casualty companies. 

Dorothy was the youngest con- 
testant in the nationwide Spelling 
Contest for State Champions, 
and recently eliminated all her 
little boy and girl playmates to 
win the Louisiana State Spelling 
Championship. This qualified 
her for the National Spelling 
Bee and she became a con- 
tender for the $1,000 award 
for the Nation’s best speller. 
Batteries of words were hurled 
at her. With uncanny accuracy 
she spelled such jaw-breakers as 
vitreous, turpitude, syllogism, 
rarefy, liquefy and baccalaureate. 
Then she tripped on the word 
“Surety”—a word that the Union 
Indemnity Company has en- 
deavored to make a_ household 
word. Dorothy finished tenth in 
the contest and knows how to 
spell the word “surety” now al- 
though she will probably always 
regard it with distrust. 











International Achieves Fine 
Record 


In a report last week to the board 
of directors of the International Re- 
Insurance Corporation, Carl M. Han- 
sen, president of the company, was able 
to report figures for 23 months of 
business which more than doubled his 
predictions for that period of time. 
Two years ago at the first meeting of 
the board, Mr. Hansen said that the 
company might be expected to do $3,- 
000,000 worth of business for two years 
of operation, and at the recent meeting 
he was able to report a gross net pre- 
mium figure of $6,742,766. Income 
from investments and other sources 
was $655,495 thereby giving a total in- 
come of $7,398,262. Total expenditures 
amounted to $4,182,183, leaving a net 
income from operations of $3,216,079. 

Another record was made in that 
the gross assets of the corporation 
grew from $3,000,000 to $8,195,315 
over the same period. At the end of 
22 months the first quarterly dividend 
of 5 per cent on the par value of the 
capital stock was declared. 

In closing his report, Mr. Hansen 
declared that though he was not a 
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Ben Boynton to Manage New 
Uscasco Dallas Office 





Former Williams Gridiron Star 
and J. W. Patterson Receive 
Important Posts 


Ben Lee Boynton, former 1919-20 
All American Quarterback, one of the 
greatest quarterbacks of his decade, 
and the pride of Williams, has been 
appointed manager of the new south- 
western service office of the United 
States Casualty Company at Dallas, 
Texas. He will have charge of the 
fidelity and surety department and will 
be assisted by J. W. Patterson, who 
will guide the casualty end of the office. 

Following his graduation from Wil- 
liams, Mr. Boynton spent four years 
as a professional footballer and was 
elected to the Board of Eastern Football 
Officials, and also the Southwestern 
Board of Football Officials. Later he 
entered the insurance profession in the 
employ of the United States Fidelity 
and Guaranty Company as a special 
agent in the Texas territory. He was 
subsequently assistant manager of the 
Dallas branch of the Standard Acci- 
dent Insurance Company of Detroit. 

J. W. Patterson has been connected 
with the United States Casualty since 
the first of the year serving as agency 
supervisor on the southwest. Before 
joining them he was connected with the 
Constitution Indemnity Company. 

In establishing the southwestern ser- 
vice office under the management of 
Mr. Boynton and Mr. Patterson, the 
United States Casualty Company is 
planning an aggressive development of 
casualty and surety business in that 
section of the country. 


A. E. Wilkinson Dies 


A. E. Wilkinson, actuary of the 
Standard Accident Insurance Company, 
Detroit, died last week at his home 
in Windsor, Ontario, after an illness 
of six months. 

For 36 years Mr. Wilkinson was as- 
sociated with the Standard in various 
capacities, starting in 1894 as a junior 
clerk and working up through sheer 
merit and ability to the post he held up 
to the time of his death. He was a 
Fellow of the Casualty Actuarial So- 
ciety; a Past Commander and Past Pre- 
ceptor of the Windsor Preceptory, 
Knights Templar; and an active par- 
ticipant in many movements related to 
Insurance. 








‘natural optimist,” every phase of his 
company “is in a healthy and sound 
condition and that the prospects for 
the future are even brighter than has 
been the record of the past.” 
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SYNOPSIS OF LIFE INSURANCE FOR THIRTY YEARS 


Showing aggregates of premiums, interest on investments, payments to policyholders, and accumulation of assets in thirty years (1900-1929) of twenty-six life insurance companies. 














Aggregate 26 companies............ 


J + Aggregate Assets Accu- 
Admitted Premiums Interest on  TotalIncome Amounts Paid Excess of Admitted mulated for __ Ratio of 
NAME AND LOCATION Assets Received in Investment for Thirty to Policy- Prems. Over Assets Policyholders’ Benefits to 
OF COMPANY Jan. 1, 1900 Thirty Years ete., for Thirty Years holders in Paymentsto Jan. 1, 1930 Benefit in Policy- 
Years Thirty Years Policyholders Thirty Years holders} 
. $ $ 3 $ $ 3 $ $ 70 
Aetna Life, Hartford................... 52, 850, 300 757,269,666 218,708,034 975,977,700 499,821,279 257,448,387 410,527,740 357,677,440 113.2 
Berkshire Life, Pittsfield................ 9,374, 118 101, 269, 392 37,353, 473 138, 622, 865 77,654,444 23,614, 948 46,392, 067 37,017,949 113.2 
Connecticut General, Hartford.......... 3,473,920 217,082,366 51,911,578 268, 993,944 95,460, 101 121, 622, 265 130, 737, 307 127,263,387 102.6 
Connecticut Mutual, Hartford.......... 64,583,940 322,632,134 139,707,218 462,339,352 267,773,499 54, 858, 635 186, 663,705 122,079,765 120.8 
Equitable Life, New York.............. 279,353,158 2,721,579,563 887,360,239 3,608,939,802 2,074, 167,636 647,411,927 1,179,391,164 900,038,006 109.3 
Equitable Life, Des Moines............. 2,069,972 176, 397, 003 49,876,945 226,273,948 77,002, 163 99,394, 840 108, 037, 055 105,967,083 103.7 
Guardian Life, New York............... 26, 097, 248 208, 593, 748 76,991,718 285,585, 466 151, 953, 733 56, 640, 015 77,337, 083 51,239, 835 97.4 
Home Life, New York.................. 11,348, 859 158,516, 948 54, 058,785 212,575, 733 110, 972, 423 47,544,525 71,979,347 60, 630,488 108.3 
Manhattan Life, New York............. 15,588,778 64,505, 460 31, 855, 641 96,361, 101 63, 568, 625 936, 835 20, 460, 297 4,871,519 106.1 
Maryland Life, Baltimore.............. 2, 014, 438 11,898, 860 5,493, 260 17,392, 120 9,917,398 1,981, 462 5,776,774 3,762,336 115.0 
Massachusetts Mutual, Springfield. ...... 23,819,937 597,606,375 208,642,012 806,248,387 344,039,579 253,566,796 361,200,135 337,380,198 114.0 
Mutual Benefit, Newark................ 70,466,400 1,032,801,582 362,911,725 1,395,713,307 728,505,100 304,296,482 547,276, 842 476,810,442 116.7 
Mutual Life, New York................ 301,844,538 2,407,381,956 918,363,174 3,325,745,130 2,092, 690,679 314,691,277 990,934,924 689,090,386 115.5 
National Life, Montpelier............... 17,733,800 284,598,670 98,502,487 383,101,157 206, 636,522 77, 962, 148 130,552, 290 112,818,490 112.2 
New England Mutual, Boston........... 29,544,429 432,662,049 138,983,671 571,645,720 275,854,541 156,807,508 236,833,881 207,289,452 111.7 
New York Life, New York.............. 236,450,348 3,680,506,340 1,207,451,928 4,887,958,268 2,640,933,308 1,039,573,032 1,665,703,611 1,429,253,263 110.6 
Northwestern Mutual, Milwaukee....... 126,646,728 1,764,239, 079 620,938,501 2,385,177,580 1,312,303,670 451,935,409 888,477,285 761,830,557 117.6 
Pacific Mutual, Los Angeles............. 3,696,185 272,841,934 81,068,094 353,910,028 140,432,326 132,409,608 162,286,365 158,590,180 109.6 
Penn Mutual, Philadelphia............. 39,415,698 867,048,210 304,481,671 1,171,529,881 595,727,432 271,320,778 480,283,168 390,867,470 113.8 
Phoenix Mutual, Hartford.............. 12, 253, 634 246, 637,743 81,227,250 327,864,993 161,534, 286 85, 103, 457 138, 747, 186 126,493,552 116.8 
Provident Mutual, Philadelphia......... 40,037,990 449,665,920 163,019,037 612,684,957 316,531,387 133, 134, 533 233,710, 458 193,672,468 113.5 
State Mutual, Worcester............... 16, 124,611 249, 923,850 93,530,905 343,454,755 171, 291,744 78, 632, 106 135,879, 347 119,754,736 116.4 
Travelers Insurance, Hartford........... 27,760,512 877,234,536 222,859,522 1,100,094,058 384,353,390 492,881, 146 607,292,230 579,531,718 109.9 
Union Central, Cincinnati.............. 23,485, 059 597,927, 148 232,332, 253 830, 259, 401 402, 223, 489 195, 703, 659 308,631,233 285,146,174 114.9 
Union Mutual, Portland, Me............ 7,972,946 66, 226, 101 23, 138, 641 89,364, 742 57,676, 025 8,550, 076 22,416, 965 14,444,019 108.9 
United States Life, New York........... 8,038, 335 27, 207, 722 13, 560, 232 40,767,954 30, 604, 712 —3,396,990 6, 705, 328 —1,333,007 107.6 





1,452, 045,881 18,594, 254,355 


6, 324,327,994 24,918,582, 349 13, 289,629,491 


5,304, 624,864 9, 104,233,787 7,652,187,906 112.6 





1925. 
1924 
1923. 





1926. 


Total 
Income 


$4, 330, 462, 659 
4, 085, 615, 745 
3,671,285, 974 
3,318, 698,584 
3,017, 800,322 
2, 698, 127, 003 
2, 427, 327, 961 
2,149, 186, 346 
1, 951,417,924 
1,764, 212,582 


TEN-YEAR GrowTH, 1920-1929 


Paid 
Policyholders 

$1, 949,994, 043 
1,679, 903, 059 
1, 498, 125, 504 
1,375, 495, 493 
1,246, 169, 158 
1,202, 804, 382 
1, 088, 333, 350 
1,005, 714, 048 
839, 967, 405 
744, 649, 245 





Premium 
Year Receipts 
1929.. $3,340, 754, 336 
1928.. 3,139,581,210 
1927.. 2,860,092, 339 
1926.. 2,612,209,090 
1925.. 2,383,912, 857 
1924.. 2,115,519, 101 
1923.. 1,899, 750,912 
1922.. 1,686,261,072 
1921.. 1,537,280,119 
1920.. 1,384,938,970 
Increas: 


e 
10 Yrs. $2,133, 619,947 


$2, 770, 479, 779 


Admitted 
Year Assets 
ee ee $17, 470, 868, 155 
We Soc ciwedeuexcck 15, 947,095, 594 


14, 381, 430, 767 
12, 924, 656, 748 
11,537, 614, 609 
10,499, 040, 297 
9,454, 620, 793 
8, 652, 318,490 
7,936, 496, 844 
7,319, 997, 019 


$1,211,949, 706 


Surplus 
Funds 


$1, 755, 548, 484 
1,659,806, 263 
1, 502,327,884 
1,345, 849, 388 
1, 233, 933, 020 
1,144, 972,790 
1,027,400, 641 

956, 704, 941 
806, 521, 968 
743, 026, 692 





Increase in 10 Years. . $10,680,285,740 $1,036,116, 865 


ORDINARY INSURANCE} 


Increase in 10 Years. . 
tIncludes group. 


Amount Written 


and Paid For 


$16,213,599, 171 


15, 227, 705, 642 
13, 660, 001, 885 
13, 285, 218, 623 
11, 816, 746, 801 
10, 650, 071, 748 
9, 320, 890, 348 
7,506, 249,499 
6, 787,343, 731 
8, 489, 970, 668 


Amount 

in Force 
$84, 638, 452, 016 
78, 520, 743,494 
71, 006, 021,682 
64, 793, 394, 122 
58, 866, 069, 085 
51,520, 763,378 
46, 696, 277, 874 
41,404, 191, 102 
37,977, 280,586 
35, 091, 538, 279 





$9, 203, 487, 702 


$55, 365, 337, 336 


INDUSTRIAL BUSINESS 


tBeing the relations of aggregate amounts paid policyholders plus amounts accumulated to premiums received. 


Amount Amount 

Year Written in Force 
NOG ads Pesis woe als $4,368, 934,354 $17, 075,323, 161 
DORR Sedge end ses 4, 264,908,794 16,685,581, 197 
SRR See ea ene 4, 165,216,744 15,080,738, 190 
a ee 4,028, 226,167 14, 164,536, 712 
SRP oor 3,656, 252,664 12,823, 680,595 
asic tiacdichewncnaicisccerss 2,908,150,386 11,235,670,314 
Renee 2,615, 091,608 10,107,256, 433 
> SR ya are 2, 268,021,619 8,886,519, 078 
RS icc bouca seas cesos 1,942,821,308 8,006,119, 747 
| REE RY eee 1,615,474,136 7,189,852,248 





Increase in 10 Years.. $3, 064,195,793 $10, 468,311,258 


Assecuranz-Compass 1930 

The Assecuranz-Compass, 1930 edi- 
tion, has just been published in Vienna. 
It presents data concerning insurance 
companies in all parts of the world 
and contains about 1150 pages. For 
many of the companies listed it gives 
their balance sheets at the end of 
1928, and also their income and dis- 
bursements, names of principal officers, 
classes of insurance transacted, etc. 
The companies are arranged by the 
countries in which they are domiciled, 
and the copious index lists them in the 
same manner. This book is very ser- 
viceable to insurance men requiring 
knowledge as to insurance affairs in 


foreign countries. 
German language. 


It is printed in the 


Annuaire des Societes. 
D’Assurances for 1930 


The Annuaire des Societes D’Assur- 
ances for 1930 has been published in 
Paris and contains nearly 1200 pages 
of varied information relating to in- 
surance subjects, including the reports 
of foreign individual companies and 
interesting tabulations. It also con- 
tains laws of France relating to in- 
surance subjects. The book is printed 
in the French language. 


Rain Insurance in 1929 


Name and Location Net Losses 

of Company Premiums Paid 

Aetna, Hartford ....04+¢p000 $22,977 ..... . 
American, Newark .......... 2,997 $2,447 
American Reserve, N. Y. .... 1,619 769 
Automobile, Hartford ......02  sssees 21 
a ee aes 11,191 848 
Commonwealth, N. Y. ....... 5,423 3,634 
Dixie, Greensboro ..........+. 3,416 4,233 
Eagle, Star & Br. Doms., Lon. 26,547 8,040 
Fire Renasurance, N.Y. ics acess 121 
Gen’! Ins. Co. of Am., Seattle *116,873 .....- 
Hartford, Hartford. oso 006.0% 115,394 59,676 
me SNe CE Sac Se necdlder cae k 145,939 -83,836 
Ins. Co. of N. A., Phila. .... £87,268 410,503 
Renee Mie Tce demas eccnsincal » akeaen 47 
MOCOTENG, WOW s. kde ce twine 4,927 344 
North Brit. & Merc., London 17,245 5,342 
PeOren (awe, IN. Zs co vsascdaas 4,770 2,186 
Old Colony, Boston........... 2,722 942 
Pennsylvania, Phila. ......... 17,122 7,668 
Moesin, THAVGLONG <.oé.seeessieces 2,428 1,154 
Security, New Haven......... SOAS acoass 
Springfield F. & M., Spr’gfield 36,694 10,397 
United States: N.Y. csncacne 10,477 10,081 
World F. & M., Hartford..... 13,789 5,77: 
i Se ey Ae Se $602,786 $218,062 
AE THRO oc cch cansanioosnne as 36.17% 


*Includes crop. tIncludes flood. 
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Insurance = In the Legislatures 
and in the Courts 


HEN a life insurance policyhold- 

er makes a false representation 
as to consultation with and treatment 
by a physician, and also consulted a 
physician as to a serious malady be- 
tween the time when he took the med- 
ical examination and the delivery of 
the policy, the company is entitled to a 
cancellation of the policy, according 
to a decision of a Kansas court. 

* * * 

The Supreme Judicial Court of Mas- 
sachusetts has held that when a guest 
riding in an automobile, sitting beside 
the driver, fails to protest to the driv- 
er against a speed of forty to fifty 
miles per hour, he is not guilty of con- 
tributory negligence as a matter of 
law. 

* * * 

The Pennsylvania Supreme Court 
has held that in a case where a fire 
insurance company had received no- 
tice of loss and its adjustor had re- 
fused payment, alleging that the as- 
sured was criminally responsible for 
the fire, the failure of the insured to 
file proof of loss in the required time 
was not a proper defense, as the com- 
pany, by denying liability on another 
ground, waived the filing of proof of 
loss within the time specified by the 
policy. 

* * * 

When a deaf pedestrian obtained a 
signal to cross a street from the traffic 
officer at a road intersection, he was 
not guilty of contributory. negligence 
precluding a recovery for damages 
when he was struck by a truck before 
he reached the other side of the street. 
The traffic officer, after giving a signal 
to proceed to the pedestrian, had sig- 
nalled a truck to proceed, and the 
truck made a left turn and struck the 
pedestrian. It was held that the truck 
driver was negligent because the traffic 
officer’s signal did not authorize the 
driver to make a turn so as to strike 
the pedestrian. The deaf pedestrian 
had all the rights of a traveler upon 
the streets, though his infirmity de- 
manded greater caution on his part. 

* * 

The Assistant Attorney General of 
Missouri has rendered an opinion to 
the effect that information obtained by 
the State Workmen’s Compensation 
Commission must at all times be dis- 
closed to persons who are parties to 
compensation proceedings and their at- 
torneys or authorized representatives, 
but the law does not require such in- 
formation shall be disclosed to anyone 
else, 
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A bill introduced in the Louisiana 
legislature would authorize insurance 
companies to deposit with the State 
Treasurer securities equal in amount 
to the legal reserve on outstanding 
policies. 

* * * 

A new law in Massachusetts extends 
the coverage under the compulsory 
motor vehicle insurance law to include 
certain consequential damages. (Chap- 
ter 340). 

bd * * 

Committees appointed by Governor 
F. C. Emerson, of Wyoming, to con- 
sider school finance, classification of 
valuations, new sources of revenue and 
a state budget, will report on Aug. 22. 

* * * 

Death of a workman from typhoid 
fever caused by drinking water from a 
river over which he was working on a 
bridge, was not the result of an acci- 
dent arising out of and in course of his 
employment, within the meaning of the 
law, according to the Supreme Court 
of Oregon. 

* * * 

The Attorney General of Indiana has 
ruled that casualty and surety com- 
panies operating in Indiana must pay 
the State Fire Marshal’s tax of one- 
half per cent on their premiums re- 
ceived on fire risks written in the 
State. This affects companies writing 
full coverage automobile insurance, 
which must pay a tax on the automo- 
bile fire risks. 

* * * 

Under an opinion of the Assistant 
Attorney General of Kentucky, it is 
not proper to include privately owned 
and operated automobiles in fleet in- 
surance policies. 

* * * 

The Supreme Judicial Court of Mas- 
sachusetts has upheld the action of the 
State Insurance Commissioner in re- 
fusing to approve a form of policy in 
insuring against disability, proposed 
to be used by a life insurance company 
in connection with its life insurance 
policies. The Commissioner objected 
to the form proposed by the petitioner 
because benefits would be payable 
thereunder on partial disability, con- 
trary to the statute; and also because 
the company, by its charter, is not per- 
mitted to issue policies against loss or 
damage due to accidental injury or 
death or disease of the insured. 

* * * 

The Insurance Commissioner of 
North Carolina has refused to approve 
a plan to sell life insurance on the 
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“club” system, under which part of the 
proceeds of policies held by members of 
the group dying within the first five 
years would go to the survivors. 


* * * 


The Supreme Court of New York, at 
a special term, has granted a petition 
of the Attorney General for the dis- 
solution of the Suburban Casualty In- 
surance Company of White Plains, 
Na: 

Following the advice of Superintend- 
ent of Insurance Conway of New York, 
Governor Roosevelt has vetoed a bill 
to amend section 101-a of the Insurance 
law in relation to group insurance, so 
as to include guards or other employees 
of State prisons. 


* * * 


A decision of the Supreme Court of 
Utah recognizes disfigurement of an 
employee by reason of the loss of one 
of his front teeth and the fracture of 
another tooth, as a ground for compen- 
sation. The Court, in reviewing a re- 
cent case of this character, said: “The 
scheme of compensation is not neces- 
sarily limited to cases where there is 
immediate impairment of earning 
ability.” 

* By a 

The Governor of Mississippi has 
signed House bill 279, amending 
chapter 189 of the Laws of 1924 in 
relation to the relief fund for firemen 
and policemen. 


* * * 


Section 259 of the Ontario Insurance 
Act has been amended by adding sub- 
section 10a requiring that a licensee 
under section 259 shall accept ap- 
plications for insurance with unlicensed 
insurers only from the insurer or from 
another licensee under the same sec- 
tion, and shall not pay compensation 
for such business to an agent or 
broker not licensed under section 259. 


* * * 


The Attorney General of Indiana re- 
cently received the following inquiry in 
relation to the payment of premiums on 
bonds of officers or employees of Indi- 
ana cities: “Can the premium on bond 
of officers or employees of a city be paid 
out of city funds when such bond is 
required by City Ordinance and is not 
specifically required by Statute?” The 
Attorney General states that the “ques- 
tion as applied to city employees is an- 
swered in the negative. As to officers 
required by a law of this State to be 
bonded, leaving only incidental matters 
connected therewith to be provided by 
ordinance, the rule would be otherwise.” 


* * * 


James K. Coolidge, Kansas City, has 
been appointed permanent counsel for 
the Missouri Insurance Department. 
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a. Includes $0.57 
b. 5000 shares pre 
e On common stock ; 





7 per cent paid on preferred. 


in from Mixed Claims Commission. 
erred $100 par; 100,000 shares common $5 par. d. Includes $12.29 gain from Mixed Claims Commission. 
e. Ineludes $18.77 gain from Mixed Claims Commission. 
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The Investor’s Standpoint 
< By Scof > 


IKE all other stocks, insurance 
pea suffered by a week of liqui- 
dation, but due to the fact that they 
did not participate much in the recent 
rise of the general market, the losses 
were not so great and averaged 2 
points or so. Stocks that moved against 
the trend were, the City of New York, 
which gained 20 points during the 
week; Chicago Fire and Lloyds Casu- 
alty each bettered themselves by 2 
points. Some of the more prominent 
losses were: Aetna C. & S. and Aetna 
Fire, 7 and 4 points respectively; 
Bankers and Shippers, 10; Bronx Fire, 
5; Conn, General, 5; American Rein- 
surance, 8; Fidelity and Deposit, 8%, 
Globe and Rutgers, 50; Harmonia, 6; 
Hartford Fire, 4; Home, 3; National 
Union, 10; Pacific Fire, 6; Sun Life, 
25. Boston slid back 25. stopping at 
750; Merchants Fire fell off 6 and 
reached a new low, National Liberty 
hit a new low of 13 and closed the 
week at 13% bid, Travelers slipped to 
1410, Rossia dropped 4 to 32%, a new 
low for the year. Baltimore American 
eased off 2% points to 19, a new low. 


An extra dividend of 1 per cent, in 
addition to the regular quarterly divi- 
dend of 4% per cent, was declared on 
the common stock of the Maryland Cas- 
ualty Company, Baltimore, at a meeting 
last week of the board of directors. The 
dividends aggregate $1.37%2 a share on 
the $25 par stock. 

The purpose of the extra dividend, it 
was said, was to equalize the payment 
for the first half of the year with the 
payments for previous years, as the 
result of the recent revision of the com- 
pany’s capital structure. Dividends 
are payable June 30 to stockholders of 
record June 13. 


Piedmont Fire Reorganization 


Stockholders of the Piedmont Fire 
Insurance Company of Charlotte, N. C., 
control of which was recently acquired 
by the Atna Fire Group, have held a 
meeting and named as directors Henry 
M. McAden, W. H. Belk and Eugene H. 
Chisholm, all of whom have been serv- 
ing as directors of the Piedmont. New 
directors elected at the same time are 
Ralph B. Ives, president of the Attna 
Fire Group; W. Ross McCain, George 
L. Burnham, Frank G. Bush, Charles 
A. Goodwin and P. W. D. Jones. Mr. 
McCain is vice president and director 
of the Aetna Fire Group, Mr. Burnham 
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is treasurer, Mr. Bush, comptroller, and 
Mr. Jones is secretary. 

The new board of directors then 
elected Ralph B. Ives, president of the 
Piedmont, and Mr. McAden, former 
president of the Piedmont, was named 
chairman of the board. Mr. Jones, 
who will reside in Charlotte and have 
general supervision of the company, 
was elected vice-president, and Eugene 
H. Chisholm was made secretary, an 
office which he has held since the Pied- 
mont was organized. All officers of the 
Atna Insurance Company were also 
elected to corresponding offices in the 
Piedmont. 

Mr. Ives emphasized after the meet- 
ing that the Piedmont would continue 
to be operated as a North Carolina 
company, adding that the secretary of 
state would be asked to permit a broad- 
ening of the charter to permit the 
Piedmont to write all lines now offered 
by the Aétna. 


The annual fire and marine insur- 
ance report, covering the year 1929, 
which was made public recently by 
Insurance Commissioner Howard P. 
Dunham of Connecticut, indicates that 
the shrinkage in investment profits re- 
sulting from the stock market collapse 
was partially offset by the fact that 
the loss ratio of fire and marine in- 
surance companies reporting to Con- 
necticut reached the abnormally low 
figure of 44.99 per cent in 1929. This 
is probably the lowest loss ratio ever 
shown by such companies, at least dur- 
ing the present century. It should, 
of course, be borne in mind that the 
number of fire and marine companies 
reporting to Connecticut varies from 
year to year, being 280 for 1928 and 
300 for 1929. The total losses incurred 
by such companies increased by $5,- 
636,366 and earned premiums increased 
by $38,170,632. 

In 1929 an aggregate underwriting 
gain in surplus of $87,244,952 was re- 
ported by 300 fire and marine com- 
panies, as against $78,334,171 reported 
by 280 companies for 1928. Invest- 
ment profits, however, shrunk from 
$167,804,401 in 1928 to $41,658,384 in 
1929. 

The Connecticut stock fire insurance 
companies shared in the favorable 
underwriting experience throughout 
the country, showing an underwriting 
profit of $10,749,059 in 1929 as com- 
pared with $8,810,746 in 1928. The 
loss ratio for such companies was 
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45.28 per cent in 1929 as against 47.97 
per cent in 1928. 


The interest and rents earned by 
Connecticut stock companies amounted 
to $13,670,468 in 1929, an increase of 
$1,188,247 over the preceding year. 
Investment gains in surplus decreased 
to $10,897,059 as compared with $22,- 
274,977 for 1928. Dividends declared 
were $8,867,000 in 1929, as against 
$7,333,000 in 1928. 

The underwriting experience on Con- 
necticut fire business was slightly more 
profitable in 1929 than in 1928. The 
total premiums received by all com- 
panies from such business was $14,- 
968,175 and the losses’ incurred 
amounted to $4,924,36%. As compared 
with 1928, this was an increase in 
premiums received of $747,658 and in 
losses incurred of $379,784. 

The 300 fire insurance companies 
operating in Connecticut reported total 
gains in surplus of $93,464,748, as 
compared with $187,872,935 shown by 
280 companies in 1928. Dividends de- 
clared amounted to $122,985,652 as 
compared with $110,474,565 for 1928. 
The interest and rents earned amounted 
to $104,162,129 as against $92,131,888 
for the year before. 


Burks Receives Post 
(Concluded from page 37) 


accounting. In 1919 he returned to De- 
troit and a year later was placed in 
charge of the liability claims clerical 
division of Standard. In 1927 he was 
appointed assistant comptroller of the 
company under Mr. Hull. His recent 
promotion is the result of years of 
study and endeavor for Standard. 





Hartford Accident & Indem- 
nity Co. 


On page 149 of The Casualty Insur- 
ance Year Book for 1929 issued by The 
Spectator Company, the ten year un- 
derwriting exhibit of the Hartford Ac- 
cident and Indemnity Co., states that 
there was a decrease in surplus of 
$7,946,882. This should have read, in- 
crease in surplus $7,946,882. 


HARTFORD, CONN., June 12.— Nine 
students of the Atna Fire training 
school completed on June 1 a course in 
schedule rating, which includes the 
study of Dean schedule and general 
underwriting hazards. Members of the 
class are Leonard B. Bogart, R. A. 
Brand, Jr., Kent H. Newton, Sidney S. 
Perry, J. George Peterson, Harold A. 
Ruger, J. E. Smith, Otis S. Chapman 
and Clyde S. Whitman. 
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